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Attached please find copies of Arizona Public Service Company ("APS") and Pinnacle West's
past communications with credit rating agencies pursuant to Decision No.70667 :

RE:

June 30, 2010

This filing covers the communications with rating agencies from January 5, 2010, through June
15, 2010. If you have any questions regarding this information, please contact me at (602)250-
2709.

Docket Control
Arizona Corporation Commission
1200 W. Washington
Phoenix, AZ 85007

Susan Casady
Regulatory Programs Leader
State Regulation

cc:

Susan Caddy

Sincerely,

SC/sl
Attachment

i APS had made monthly filings covering the six months prior to January l, 2010, so as a practical matter the first
tiling covering an entire six month period is due July I, 2010.

3

APS/Pinnacle West Communications With Credit Rating Agencies
Docket No. E-01345A-08-0172

Arizona Public Service Company shall file all currently existing communications
within 10 days of the effective date of this Decision and shall tile future
communications on a monthly basis. The first such monthly report shall be due
on February 1, 2009, and the monthly filings shall continue until the conclusion of
Arizona Public Service Company's general rate case. Thereafter, Arizona Public
Service Company shall make such filings on a six month basis, with the first
tiling due by January l, 2010.1

Steve Olea (unreacted)
Brian Bozzo (unreacted)
Barbara Keene (unreacted)
Terri Ford (unreacted)
Elijah Abinah (unreacted)
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116/2010 PhII Smyth, Fitch Jim McGill Call from Fitch regarding PNW
earnings

1/6/2010 Phil Smyth, Fitch Jim McGill E-mail to Fitch regarding PNW
eamin~s

1/7/2010 Laura Schumacher,
M~ s A S

Jim McGill Call to Moodys regarding PNW
visit

1/7/2010 Phil Sm Fitchl Jim McGill Call to Fitch r ~arding PNW visit
1/7/2010 phi Smyth, Fl:¢h Jim M¢Gill E-mail from Fitch regarding PNW

visit
1/712010 Mitchell Moss, Moodys Jim McGill Call from Moodys regarding PNW

visit
1/8/2010 PhiISm h, Fitch Jim McGill Call to Fitch ~arding PNW visit
1/8/2010 Phil Smyth, Fitch Jim McGill E-mail from Fitch regarding PNW

visit
1/8/2010 Tony Bettinelli. S&P Jim McGill E-mail from S&P re: regulatory

survey
1/15/2010 Phi lsm I Fitch Jim McGill Cell to Fitch regarding PNW visit
1/15/2010 Phil Smyth, Fitch Jim McGill E-mail from Fitch regarding PNW

visit
1/20/2010 Laura Schumacher,

M • • 9 S

Jim McGill Call from Moodys regarding PNW
visit

1/20/2010 Laura Schumacher,
Moodys

Investor Relations E-mall regarding PNW dividend

1/2012010 Phil Sm Fitch
Y Investor Relations E-mail regarding PNW dividend

1/20/2010 Tony Bettinelli, S&P Investor Relations E-mail regarding PNW dividend
1/21/2010 Laura Schumacher,

MY • • S

Investor Relations E-mail regarding senior Mgmt
changes

1/21/2010 Phil Sm h, Fitch Investor Relations E-mail r~ ~arding PNW dividend
1/21/2010 Tony Bettinelli, s&p Investor Relations E-mail re~ ~rding PNW dividend
1/22/2010 Tony Bettinelli, S&P Jim McGill Call to S&P regarding PNW visit
1/22/2010 Tony Bettinelli, S&P Jim McGill Call from S&P regarding PNW visit

1/22/2010 Tony Bettinelli, S&P Jim M¢Ga11 E-mail to S&P regarding PNW visit

1/22/2010 Tony Bettinelli, S&P Jim McGill E-mail to S&P re: regulatory
survey

1/22/2010 Tony Bettinelli, S&P Jim McGill E-mail from S&P re: regulatory
survey

1/25/2010 Laura Schumacher,
Moodys

Jim McGill E-mail to Moodys with projections
for PNW visit

Confidential attachment

1/25/2010 Phil Smyth, Fitch Jim MCGiII E-mail to Fitch with projections for
PNW visit

Confidential attachment

1128/2010 Phil Smyth, Rob Homick,
Fitch

Jim Hatfield and Jim
McGill

Fitchlpnw visit

1/26/2010 Laura Schumacher,
Mitchell Moss. Larry Hess,
Mood .

Jim Hatfield and Jim
McGill

MQOdYS/PNW visit

Rating Agency Communication Log

Date Person APSIPNW Personnel Subject Comment
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1/29/2010 Tony Beitindli, sap Jim McGill E-mail to S&P regarding office visit

1/29/2010 Tony Bettinelli, S&P Jim McGill E-mail from S&P .regarding office
visit

1/29/2010 Tony Bettinelli, S&P Jim McGill E-mail to S&P regarding office visit

1/29/2010 Tony Bettinelli, S&P Jim McGill E-mail from S&P regarding office
visit

1/29/2010 Tony Bettinelli, S&P Jim McGill E-mail to S&P regarding office visit

1/29/2010 Tony Bettinelli, S&P Jlm McGill E-mai! from S&P regarding office
visit

1/29/2010 Tony Bettinelli, S&P Jim McGill E-mail to S&P regarding office visit

1/29/2010 Tony Bettinelli, S&P Jim McGill E-mail from S&P regarding office
visit

1/29/2010 Tony Bettinelli, S&P Jim McGill E-mail to S&P regarding office visit

1/29/2010 Tony Bettinelli, S&P Jim McGill E-mail from S&P regarding office
visit

1/29/2010 Tony Bettinelli, S&P Jim McGill E-mail to S&P regarding of floe visit

1/29/2010 Tony Betlinelli, S&P Jim McGill E~mail from S&P regarding office
visit

1/29/2010 Tony Bettinelli, S&P Jim McGill E-mai! to S&P regarding office visit

2/5/2010 Tony Bettinelli, S&P Jim mcGill Eémail to S&P to check availability
for phone call

2/5/2010 Tony Bettinelli, s&p Jim McGill E-mail from S&P regarding
availabilityfor phone call

2/5/2010 Tony Bettinelli, S&P Jim McGill E-mail to S&P regarding
availability far phone call

2/5/2010 Tony Bettinelli, S&P Jim McGill E-mail from S&P regarding
availability for phone call

2/5/2010 Tony Bettinelli, S&P Jim McGill E-mail from S8¢P regarding after
hours contacts

2/9/2010 Tony Bettinelli, S&P Jim Hatfield and Jim
McGill

Call to S&P regarding imputed
debt methodolo c

2m/2010 Laura Schumacher Jim McGill E-mail to Moody's regarding
avaIlabllitv for phone call

2/11/2010 Laura Schumacher Jim McGill E-mail from Moody's regarding
availability for phone call

2/11/2010 Laura Schumacher Jim McGill E-mail to Mood;/'s regarding

availability for phone call

2/11/2010 Laura Schumacher Jim McGill E-mail from Moody's regarding
availability for phone call

2/11/2010 Laura Schumacher Jim MCGIII E-mail to Moody's re - aiding
availability for phone call

2/12/2010 Laura Schumacher and
Mitchell Moss, Moody's

Jim mcGill and Rufad
Omanovic

Call to Nloody's regarding imputed
debt methodology

2/12/2010 Laura Schumacher Jim McGill E-mail to Moodys with new APS
credit agreement

Rating Agency.Communlcatlon Log

Date Person APSIPNW Personnel Subject Comment
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2/12/2010 Laura Schumacher Jim McGill E-mail to Moody's with new PNW
credit agreement

2/18/2010 Laura Schumacher Jim McGill E-mail from Moody's regarding
PNW commercial paper program

2/18/2010 Laura Schumacher Jim McGill E-mail to Moody's regarding PNW
commercial paper program

2/18/2010 Laura Schumacher Jim McGill E-mail from Moody's regarding
PNW commercial paper program

2/18/2010 Laura Schumacher Jim McGill E-mail to Moody's regarding PNW
commercial paper program

2/18/2010 Laura Schumacher Jim McGill E-mail to Moody's regarding PNW
commercial paper program

2/18/2010 Laura Schumacher Jim McGill E-mail from Moody's regarding
PNW commercial paper program

2/22/2010 Mitchell Moss, Moody's Jim McGill and Rufad
Omanovic

Call from Moody's regarding
statement of cashfl owe

2/22/2010 Laura Schumacher Jim McGill E-mail from Moody's regarding
draft credit opinions for APS and
PNW

Page 3 of 509



2124/2010 Laura Schumacher Jim McGill E-mail from Moody's regarding
draft credit opinions for APS and
PNW

2/24/2010 Laura Schumacher Jim McGill E-mail to Moody's regarding draft
credit opinions for APS and PNW

2/24/201 o Laura Schumacher Jim McGill E-mail from Moody's regarding
draft credit opinions for APS and
PNW

2/24/2010 Laura Schumacher Jim McGill Call to Moody's regarding draft
credit opinions for APS and PNW

2/25/2010 Tony Bettinelli, S&P Jim McGill E-mail to S&P with presentation
for office visit

Confidential Attachment

2/25/2010

2/26/2010

Tony Bettinelli, S&P Jim McGill E-mail from S&P regarding
- purchased power contracts

Tony Bettinelli, Anne
Setting, and Todd Shipman
(via phone). S&P

Jim Hatfield, Jim McGill,
Karen Dolyniuk, and
Rufad Omanovic

S&P office visit

3/3/2010 Laura Schumacher,
Moodys

Investor Relations E-mail regarding Acc approval of
Az Sun program

3/3/2010 Phil Smyth, Fitch Investor Relations E-mail regarding Acc approval of
Az Sun p ~ram

3/3/2010

3/5/2010

Tony Bettinelli. S&P Investor Relations E-mail regarding ACC approval of
Az Sun program

Tony Bettinelli, S&P Jim McGill E-mai! from S&P regarding AZ
Sun

3/5/2010 Tony Bettinelli, S&P Jim McGill E-mail to S&P regarding Az Sun
3/5/2010 Tony Bettindli, S&P Jim McGill E-mai! from S&P regarding AZ

Sun
3/3/2010 Laura Schumacher,

Moodys
Investor Relations E-mail regarding new PNW

treasurer
3/3/2010 phi Smyth. Fitch Investor Relations E-mail regarding new PNW

treasurer
3/3/2010 Tony Beftindli, S&P Investor Relations E-mai! regarding new PNW

treasurer
3/9/2010 Tony Bettinelli, S&P Jim McGill E-mail from sa.p regarding

purchased power contracts
3/9/2010 S&F'Tony Bettineili, Jim McGill E~maiI to S&P regarding

purchased power contracts
Confidential Attachment

3/9/2010 Tony Bettinelli. S&P Jim McGill E-mail from s&p regarding
purchased • ~wer contracts

I

Rating Agency Communication Log

Date Person APSIPNW Personnel Subject Comment
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3/31/2010 Tony Bettinelli, S&P Jim McGill E-mail from S&P regarding
- - elution ccantvoi bonds

3/3112010 Tony Bettinelli, sap Jim McGill E-mail to S8¢P regarding pollution
control bonds

3/31/2010 Tony Herman, sap Jim McGill E-mail to S&P regarding pollution
control bonds

3/31/2010 Laura Schumacher,
. • • 1 L

Investor Relations E-mail regarding PNW 2009
szaxaszmas Re~•

3/31/2010 Phil Smyth, Fitch Investor Relartions E-mail regarding PNW 2009
saamisuaan ~:.~o ~n

3/31/2010 Tony Bettinelii, S&P Investor Relations E_mai1 wsafdins PNW 2009
stamisu¢a1 R •

4/7/2010 Laura Schumacher,
M~ s I S

Jim McGill
I

Left massageatMoody's
» Edi ~commonstnckoflieri

4/7/2010 Phil Smyth, Fitch Lee Nickloy and Jim
McGill

Discussed common stock of laing

4/7/2010 Tony Benineui, s&p Jim McGill Left message at S&P regarding
common stock oflialing

4mz010 Laura Schumacher,
• 0 0 S

Investor Relinions E-mail regarding common snack
offering

4/7/2010 Phil smyth. Fitch Investor Relations E-md! regarding common s)tock

6fl58l'i 2
4/7/2010 Tony Be»ttineIIi, S&P Investor Relations E-mail regarding common stock

offering
4/8/2010 Laura Sdmumacher.

M s | a _

Investor Relations E-mail regarding PNW 2009
Annual R *e

4!8I2010 Phil smyth. Fitch Investor Relations E-mail regarding PNW 2009
Annual Re~ ~rt

41812010 Tony Bdtinelli, S&P Investor Relations E-mail regarding PNW 2009
Annual R -.- -

4/8/2010 Laura Schumacher,
M~ | s '

Investor Relations E-mail regarding common stock
amen .8 price

41812010 Phil Smyth, Filch Investor Relations E-mail regarding common smack
Marina 'oh

418/2010 Tony Bsttinelli, S&P Investor Relations E-maifnegarding common stock
Clfferi I 0: 'Ce

4/21/2010 Laura Sdmumacher,
~sro ;

Investor Relations E-mail regarding PNW dividend
declaration

4/21/2010 Phil smy:h_ Fitch lnveswr Relations E-mail regarding PNW dividend
declaration

4/2112010 Tony Bettinelli S&P Investor Relations E-mail regarding PNW dividend
declaiaution

Rating Agency Communication Log

Data Person APSIPNW Person rel Sublsd Comment
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518172010 Laura Schumacher,
a | I

Invasion Relations E-mail regarding PNW Q1
earnings

5/e12010 Phil smyth. Fitch Investor Relations E-mdl regarding PNW QS
eami ~s

516/2010 Tony Batinem, S8¢P Investor Relations E-mail regarding PNW Q1
earns l s

51912010 Laura Schumacher,
M~ | | :

Investor Relations E-mail regarding PNW Q1 10Q

5475/2010 Philo ,Fiazh lmtestor Relations E-mdl ~ingPNWQ1 10Q
5/6/2010 Tony Bemtinelli, sa.p Investor Relations : o . 4E.lnail PNW QS 10Q

5/11/2010 Tony Bettindli, S8¢P Jim McGill E-mail from ss.p regarding PNW
shelf ~ istnation

5/11/2010 Tony Berliner, s&p Jim McGill E-mél to S8=P regarding PNW
shew ~istration

5446/2010 Laura Schumacher,
v| l I ;

Investor Relations E-mail regarding Northwind sale

5/642010phis ~,Fildl inv nor Relations e~mail - Nolthwind sale
51812010 ~r Beuindli, sa.p Imfesior Relations E-mail : ~ing Northwind sale

5/17/2010 Tony aemtinelui, S&P Jim NlcGiII E-mailfmm S&P regarding PNW
- | ate discussion

5/17/2010 Tony Ba:lilleIli, S&P Jim McGill E-mail ham S8~P regarding PNW
u - - ate discussion

5/17/2010 Tony Betlindli, S&P Jim McGill Phone call witll S&P regarding
PNW u - . - discussion

511812010 Mitchell Moss, Moodys Jim McGill E-mail to Moodys re: adjustments

511812010 Mitdzell Moss, Moodys Jim m°Giu E-mail from Moodys re:
adiusmments

oon9dentia! attachments

5118/2m0 Phil smvrh. Fitdl Jim McGill Phone message from Fitch re:
discussion

5/18/2010 Philsmyth, Fitch Jim McGill E--mdl fem Fitch re: lease debt
and other questions

5/18/2010 Phil Smyth, Fitch Lee Niddoy and Jim
McGill

Phone call with Fitch re: lease
debt and other questions

5/1812010 Tony Berliindli, S81P Jim McGill lE-mail from sa.p re: med
5/1812010 Tony aesuneuln sap Jim McGill E-mailtos8=pre:meli e
5/18/z010 Tony Bettinelli, S&P Jim McGill Voice mail from S&P re: mea»ting

s/1sv2o1o Phil smyth, Fim Jim M¢Gm E-mail to Fitch re: environmental
: I  : ~i x i

5/1942010 Phil smvrh, Fm=h Jim MGGill E-md! to Fitch re: lease delta ¢Onfide¢18al attachments
5120r2010 phi smash. mm Jim McGill Vice-mail from Fltdl re: follow-up

- us»tions
51z01201 oPhil smyth, Fw Jim MGGHI Phone call discussing 2009

cashflovws
5120/2010 phi sym, Firth Lee Nickloy aid Jim

McGill
Phone call discussing 2009
cashflows

5/20/2010 Tony Bettinelli, S&P Jim McGill E~mdI f1'0M sa.p re: liquidity
S U ;

Rafting Agency Communlcarlion Log

Dare Peron APSIPNW Personnel Subject Comment
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5/25/2010 Tony Bettinelli, S&P Jim McGill E-mail from S&P regarding date
for management meeting

5/25/2010 Tony Bettinelli, S&P Dody Nunlee Phone call with S&P to set up
management meeting

5/25/2010 Phil Smyth, Fitch Lee Nickloy E-mail from Fitch regarding press
release

5/25/2010 Phil Smyth, Fitch Lee Nickloy Phone call with Fitch regarding
~ress release

5/25/2010 Phil Smyth, Fitch Lee Nickloy E-mail from Fitch regarding bank
facility documents

5/25/2010 Phil Smyth, Fitch Lee Nickloy E-mail to Fitch regarding bank
facility documents

5/25/2010 Phil Smyth, Fitch Lee Nickloy E-mail to Fitch regarding bank
facility documents

5/25/2010 Phil Smyth, Fitch Lee Nickloy E-maii from Fitch regarding bank
facility documents

5/27/2010 Tony Bettinelli, S&P Dody Nunlee E-mail from S&P regarding dial in
for management meeting

5/27/2010 Tony Bettinelli, S&P Dody Nunlee E-mail to S&P regarding dial in for
management meeting

6/1/2010 Laura Schumacher,

Moodys

Investor Relations E-mail regarding Klein on PNW
board of directors

6/1/2010 Phil Smyth, Fitch Investor Relations E-mail regarding Klein on PNW
board of directors

6/1/2010 Tony Bettinelli, S&P Investor Relations E-mal regarding Klen on PNW
board of directors

6/4/2010 Phil Smyth, Fitch Lee Nickloy E-mail from Fitch regarding Fitch
Re~ ~rts

6/4/2010 Phil Smyth, Fitch Jim MCGI Phone call with Fitch regarding
Fitch Reports

6/7/2010 Justin Hansen, S&P Karen Dolyniuk E-mail to S&P regarding ratings
on letter of credit

6/8/2010 Carla Siefer, S&P Karen Dolyniuk E-mail from S&P regarding ratings
on letter of credit

6/8/2010 Carla Siefer, S&P Karen Dolyniuk E-mail to S&P regarding ratings
on letter of credit

6/8/2010 Carla Siefer, S&P Karen Dolyniuk E-mal from sap regarding ratings
on letter of credit

6/8/2010 Carla Siefer, S&P Karen Dolyniuk E-mail to S&P regarding ratings
on letter of credit

6/7/2010 Larry Bellinger, Moody's Karen Dolyniuk E-mail to Moody's regarding
ratings on letter of credit

6/8/2010 Larry Bellinger, Moody's Karen Dolyniuk E-mail from Moody's regarding
ratings on letter of credit

6/8/2010 Larry Bellinger, Moody's Karen Dolyniuk E-mail to Moody's regarding
ratings on letter of credit

6/9/2010 Chetara Mangaroo,
Moody's

Karen Dolyniuk E-mail from Moody's regarding
ratings on letter of credit

6/9/2010 Chetara Mangaroo,
Moody's

Karen Dolyniuk E-mail to Moody's regarding
ratings on letter of credit

6/10/2010 Tony Bettinelli, S&P Jim McGill E-mail to S&P regarding
management meeting material

Confidential attachment

Rating Agency Communication Log

Date Person APS/PNW PerSonnel Subject Comment
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6/10/2010 Tony Bettinelli, S&P Jim McGill E-mail from S&P regarding
management Meeting material

6/11/2010 Tony Bettinelli, Todd
Shipman, and Richard
Cortright, S&P

Jim Hatfield, Lee Nickloy,
Jim McGill, and Rufad
Omanovic

Management meeting (via phone)
with S&P

6/15/2010 Laura Schumacher,
Moodys

Karen Dolyniuk Phone call with Moody's regarding
Coconino_tl:arLsactiorL

6/15/2010 Laura Schumacher,
Moodys

Karen Dolyniuk Voice mail from Moody's regarding
Coconino transaction and Palo
Verde Unit 2 sale/leaseback

6/15/2010 Laura Schumacher,
Moodys

Karen Dolyniuk E-mail to Moody's regarding
ratings on letter of credit and pp
u2 sale/leaseback

6/15/2010 Tony Bettinelli, S&P Karen Dolyniuk Phone call with S&P regarding
Coconino transaction

6/15/2010 Tony Bettinelli, S&P Karen Dolyniuk E-mail to S&P regarding Coconino
transaction

6/15/2010 Richard Cortright, S&P Lee Nickloy E-mail to S&P regarding board
meeting

6/15/2010 Richard Cortright, S&P Lee Nickloy E-mail from S&P regarding board
meeting and mortgage bond
~uestion

6/15/2010 Richard Cortright, S&P Lee Nickloy E-mail to S&P regarding mortgage
bond question

5/15/2010 Richard Cortright, S&P Jim McGill Phone call from Richard regarding
mortgage bonds

6/15/2010 Richard Cortright, S&P Lee Nickloy Voice mail from S&P regarding
mortgage bond question

6/15/2010 Richard Cortfight, S&P Lee Nickloy E-mail to S&P regarding mortgage
bond question

Page 8 of 509



McGill, James Tlz11171)

From:
Sent:
To:
Subject:

Philip.Smyth@fitchratings.com
Wednesday, January as, 2010 8:53 AM
McGill, James T(Z71171 )
Re: Earnings

Thanks !

James .Mcgi1l@pinn
aclewest I com

TO
01/06/2010 09:43
AM

Philip . Smyth@fit:chratings . com
CC

Subject
Earnings

P h i l ,
we ' l l  b e  re leas ing  ea rn ings  on  2/19/10  (w i l l  be  f i l i ng  ou r  10K tha t  day  a l so )  .

Jim

Em ai l  F i rewa l l  m ade t he  f o l l owi ng  anno t a t i ons

NOTICE - - -
This message is for the designated recipient only and may contain confidential, privileged
or proprietary information. If you have received it in error, please notify the sender
immediately and delete the original and any copy or printout. Unintended recipients are
prohibited from making any other use of this e-mail. Although we have taken reasonable
precautions to ensure no viruses are present in this e-mail, we accept no liability for
any loss or damage arising from the use of this e-mail or attachments, or for any delay or
errors or omissions in the contents which result from e-mail transmission.

This email has been scanned by the MessageLabs Email Security System.
For more information please visit http://ww.message1abs.com/email

I

C on f i d en t i a l i t y  No t i c e : The in format ion conta ined in  th is  e-mai l  and any at tachment (s) is
conf ident ia l  and  for  the  use  o f  the  addressee  (s )  on ly. I f  you  a re  not  the  in tended
re c ip ien t  o f  th i s  e -ma i l ,  do  no t  dup l i c a te  o r  red i s t r ibu te  i t :  by  any means . P lease  de le te
this  e-mail  and any attachment (s) and not ify us immediate ly. Unauthor ized  use ,  re l iance ,

1
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I

disclosure or copying of the contents of this e-mail and any attachment (s) , or any similar
action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted
by applicable law, to retain, monitor and intercept e-mail messages both to and from its
systems I

This e-mail has been scanned by the MessageLabs Email Security System.
information, please visit http://www.messagelabs.com/email.

For more

2
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McGIIl, James Tlz71171 I

From :
Sent
To:
Subject:

Philip.Smyth@fitchratings.com
Thursday, January 07, 2010 11:51 AM
McGm, James T(Z71171 )
Re: 1 /26 meeting

Hi Jim,
*

Do you wish to meet at 12PM or later say 1 - ZPM. If you come at 12PM we will provide
sandwiches. Let me know what works for you, I will circulate the proposed time to key
participants on my end and get back to you ASAP .

Best Regards,

Philip Smyth, CFA
Senior Director
Fitch Ratings
212 908 0531

James . Mcgi11@pinn
aclewest . com

To
01/07/2010 01:17
PM

Philip . Smyt:h@fitchratings . com
c c

Subj e t
1/26 meeting

P h i l ,
Left you a voice message earlier - Jim will be on a panel discussion the in the morning of
1/26, so we'd l ike to meet with you early afternoon if possible.

Jim

Email Firewall made the following annotations

NOTI CE
This message is for the designated recipient only and may contain confidential, privileged
or proprietary information. If you have received it in error, please notify the sender
immediately and delete the original and any copy or printout. Unintended recipients are
prohibited from making any other use of this e-mail. Although we have taken reasonable
precautions to ensure no viruses are present in this e-mail, we accept no l iabi l ity for
any loss or damage arising from the use of this e-mail or attachments, or for any delay or
errors or omissions in the contents which result from e-mail transmission.

..----------..~_...._--..,.,----..-....-_-.......--¢-»--.......-.

1
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This email has been scanned by the MessageLabs Email Security System.
For more information please visit: http://www.message1abs.com/email

Confidentiality Notice: The information contained in this e-mail and any attachment (s) is
confidential and for the use of the addressee (s) only. If you are not the intended
recipient of this e-mail, do not duplicate or redistribute it by any means. Please delete
this e-mail and any attachment (s) and notify us immediately. Unauthorized use, reliance,
disclosure or copying of the contents of this e-mail and any attachment (s) , or any similar
action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted
by applicable law, to retain, monitor and intercept e-mail messages both to and from its
systems.

This e-mail has been scanned by the MessageLabs Email Security System.
information, please visit http://www.message1abs.com/email.

For more

2
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Page 1 of 1

McGill, James T(Z71171)
i ,.. -» ~ . . . . . . _ .. . . . . . -

From: Bettinelli, Antonio [Antonio_BettineIIi@standardandpoors.com]

Sent: Friday, January 08, 2010 4:37 PM

To: Bettinelli, Antonio

Subject: STANDARD & POOR'S REGULATORY SURVEY - JAN. 2010

Attachments: regulatorysurvey2010.doc, S&P Regulatory.pdf, Assessments Of Regulatory.pdf

STANDARD & POOR'S REGULATORY SURVEY
January 2010

The S&P utilities team is updating it's survey on state regulatory environments. The survey augments the work
that analysts already do to understand and assess credit supportive features of state regulation.

Please nm out a separate survey for each rated utility. If the utility is in more than one jurisdiction, please provide
separate survey for each. This is for state regulated electric operations only, and FERC regulated assets are
excluded.

We would like the surveys returned by the end of January. Thank you very much for your assistance.

Regards,

Tony Bettinelli

Associate
U.S. Utilities a. infrastructure
Standard & Poor's Corporate Ratings
San Francisco, CA
(415)371-5067
LoFly_b€ttif\§m@§Q_[]dp.col'T1

The information contained in this message is Intended only for the recipient, and may be a confidential attorney-client
communication or may otherwise be privileged and confidential and protected from disclosure. If the reader of this message is not
the intended recipient, or an employee or agent responsible for delivering this message to the intended recipient, please be aware
that any dissemination or copying of this communication is strictly prohibited. If you have received this communication in error,
please Immediately notify us by replying to the message and deleting It from your computer. The McGraw-Hill Companies, Inc.
reserves the right, subject to applicable local law, to monitor and review the content of any electronic message or information sent
to or from McGraw-Hill employee e-mall addresses without Informing the sender or recipient of the message.

m . . . . .-.-..... w ~w" . *_...~..* ..-....m»*¢--. ,,. 4-¢-~w-»--ww---»-~

1/28/2010 Page 13 of 509



STANDARD & POOR' s
REGULATORY SURVEY

UPDATE - January 2010

Please fill out a separate update for each rated utility
with new information since the 2008 survey.
If the utility is in more than one jurisdiction, please
provide separate survey for each.
Attach additional materials (e.g. company documents) or
explanations if necessary to completely answer any of the
questions.
For assistance, contact your primary analyst or Todd
Shipman (212.438.7676) or todd_shipman@sandp.com

IMPORTANT: CLEARLY INDICATE IF AN ANSWER CONTAINS
CONFIDENTIAL, NON-PUBLIC INFORMATION THAT YOU WOULD
NOT WANT DISCLOSED
Thank you very much for your assistance. Please send the
cocnnp l e t ed  su r vey ( s )  t o  you r  ana l y s t  by  t h e  end  o f  J anua ry .

COMPANY

JURISDICTION

REGULATORY BODY

1 I RESOURCE PROCUREMENT PROCESS

I f  y o u r  u t i l i t y  h a s  o b l i g a t i o n - t o - s e r v e  o r  P O L R
r e s p o n s i b i l i t i e s ,  p l e a s e  n o t e  a n y  n e w  d e v e l o p m e n t s  i n  t h e
procu remen t  p roces s  s i n ce  2008 (e .g . I R P ,  c om p e t i t i v e
p r o c u r e m e n t ,  r e g u l a t o r y  o v e r s i g h t ,  o r  r e g u l a t o r y  a p p r ov a l )  .

(If necessary, attach separate document) :
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2 » RATE CASE INFORMATION

Provide the following information for base rate cases
completed since 2008:

Date Filed

Initiated By

Interim Rate Increase Amount and Date

Amount and % of Requested Rate Increase

Amount and % Rate Increase Granted

Date Permanent Rates Went Into Effect

Rate Base Amount

Test Year Used

(If updated, through what date?)

Return on Equity Authorized

Capital Structure (% debt, preferred, common)

Settlement (y, n. Partial)

3 » LARGE CAPITAL EXPENDITURES

Please note changes to programs or riders authorized for
significant capital projects (e.g. pre-approvals, separate
rate mechanism, regulatory oversight, rate base treatment) :

4 I TARIFF CLAUSES FOR SIGNIFICANT EXPENSES

note significant changes (e.g. added, withdrawn, timing of
rate adjustments, incentives) to any separate rate
mechanisms for significant expenses such as purchased power
or fuel:

Any amounts disallowed in 2009? (note % of total cost) :

5 O RATE DESIGN

Any significant regulatory changes to the monthly fixed
charge in any of your customer classes?
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6 I FINANCIAL REPORTING

P l e a s e  a t t a c h  f i n an c i a l  r e po r t s  s u bm i t t e d  t o  y o u r  r e gu l a t o r
in  2009 (or, i f  app l i c ab l e ,  a  s u m m ar y  pa r t  o f  t h e  r epo r t
w i t h  f i n an c i a l  da ta )  o r  p r o v i de  a  webs i t e  add r e s s  whe r e
they can be found :

p l eas e  p r o v i de  t h e  a c tu a l , j u r i s d i c t i o n a l earned re tu rn  on
equ i t y  f o r  2008 :

7 • NON-TRADITIONAL RATEIVIAKING PRACTICES
P l e a s e  n o t e  i f  a n y  o f  t h e  f o l l o w i n g  we r e  a d d e d  o r  w i t h d r a wn
i n  2009 :

Incent i ve  Ratemaking

Revenue Decoupl ing

W eather  Normal izat ion

Other

Descr ibe changes:

8 I OTHER

Descr ibe any pract ices or  pol icy changes made by your
r egu la to r  in  2009  tha t  you  th ink  a f f ec t s  c r ed i t  qua l i t y .

THANK YOU I

SURVEY COMPLETED BY :

NAME

PHONE NUMBER

E-MAIL
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Assessing U.S. Utility Regulatory Environments
The assessment of regulatory risk is perhaps the most important factor in Standard BC Poor's Ratings Services'

analysis of a U.S. regulated, investor-owned utility's business risk. Each of the other four factors we

examine-~markets, operations, competitiveness, and management--can affect the quality of the regulation a utility

experiences, but we believe the fundamental regulatory environment in the jurisdictions in which a utility operates

often influences credit quality the most. In our credit analysis, we evaluate regulatory risk on a company-specific

basis. A utility management's skill in managing regulatory risk can in many cases overcome a difficult regulatory

environment. Conversely, other companies can experience greater regulatory risk even with supportive regulatory

regimes if management fails no devote the necessary time and resources to the important task of managing regulatory

risk. Operating in a state with a regulatory structure that is conducive to maintaining credit quality will improve the

chances for a utility to successfully negotiate the regulatory maze.

This commentary discusses our views on what constitutes a favorable regulatory climate. We then use those factors

to create assessments of the regulatory environments in states that regulate the electric and gas utilities that we rate.

(See the table at the end of this article.) Our intention is to provide a common base for our own analysis of

regulatory risk and to better communicate to investors, issuers, and regulators how various elements of regulation

can affect credit quality. The exercise is also expected to enhance our ability to evaluate management by highlighting

instances where our opinion of a company's regulatory risk diverges significantly from the Mdamental quality of

the regulatory jurisdictions where it operates.

The assessments of relevant jurisdictions are based on quantitative and qualitative factors. Importantly, we make

our assessments from a credit perspective. We plan to update them annually or when significant events occur that

have an important impact on the regulatory climate in a particular jurisdiction. The new regulatory assessment

information augments the methodology applied to regulated utilities today.

Our introduction of these regulatory assessments coincides with what we view as the increasing influence of

regulatory matters on the rated utilities' risk profiles and greater credit market awareness of the importance of

understanding the regulatory process. Our goal in explaining our views on regulatory practices and policies and

their effect on Standard ac Poor's analysis of the credit quality of utilities is to provide additional transparency to the

market.

Background
State utility regulation is almost as old as credit ratings. Standard 8C Poor's predecessor; Standard Statistics Bureau,

was formed in 1906, and the first state utility commissions, as we know them today, appeared in 1907. Regulation

has always been a factor in Standard 86 Poor's analysis of utility ratings, but its importance to our analysis has

shifted with industry trends over time.

Before the 1970s, regulators presided for the most part over stable or decreasing rates as economic growth, rising

consumption, and economies of scale drove costs down. The advent of inflation, rising and volatile fuel costs, and

nuclear power missteps led to higher rates and, in our view, greater regulatory influence on credit quality during the

1980s. Restructuring in the natural gas and then the electric industries marked the 1990s and the first years of the

new millennium, and the importance of regulatory issues in our analysis again started to subside. In our view, we are

Standard 8: Poor's Ratingsllirect | 2Nov em ber 7, 2008
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Assessing U.S. Utility Regulatory Environments

now in another era of increasing and unstable costs and some semblance of a return to traditional utility regulation.

Consequently, the quality of regulation is at the forefront of our analysis of utility creditworthiness.

We have historically focused on regulatory risk on a company~specific basis. Nothing in what follows will change

that approach. Utility commissions regulate diverse industries and adopt different approaches to different types of

businesses. Treatment of utilities within the same industry can vary significantly in the same jurisdiction. The quality

of the regulation experienced by a company is often the product of the company's management and business

strategy as much as its regulators. The regulatory climate assessments only serve as a baseline of our opinion on the

fundamental attitude of a jurisdiction toward the credit quality of the utilities in that state, and they are the starting

point for Standard BC Poor's analysis of the regulatory risk of each rated utility. Our goal is to achieve greater

consistency and continuity in utility ratings.

Assessing Regulatory Jurisdictions
We assess jurisdictions on one basic attribute--the fundamental approach to controlling utility rates~~and then in

three major categories. The resulting assessments are based primarily on various measures of regulatory risk that are

discussed briefly below. With respect to qualitative factors, we look for long-term, historical characteristics of the

jurisdiction, as well as transient regulatory and political developments.

The foundation of our opinion of the regulation in a jurisdiction is the degree to which competitive market forces

are allowed to influence rates. In order of credit-friendliness, a state will rely either on full cost-based regulation for

all components of the utility bill, market-based mechanisms for generation, and (more rarely) retail markets, or a

hybrid of the two to control the amount charged and the terms on which that service is offered. It may surprise some

to learn that we consider a hybrid setup, which in most cases exists because the transition to some sort of

competition has stalled, to harbor more risk for bondholders than a system that is committed to letting market

prices set a major part of the customer's bill.

The risk inherent in the market-based model is straightforward: the price for electricity can be more volatile when

based on a market than when it is based on embedded casts, and regulators are apt to resist full and timely recovery

when changes in generation costs are abrupt and substantial (and perhaps misunderstood). The risks in a hybrid or

transitional model are less apparent, but, in our opinion, potentially more significant. First, we consider the

uncertainty of the timing of reaching the end state--and what that end state will look like--to be a negative factor

from a credit perspective. Second, in some cases, the hybrid model may result in a "lower-of-cost-or-market"

approach that allows generation rates to reflect one or the other at different times depending on which one suits

ratepayers best. A utility and its bondholders may then face a prolonged period of potential exposure to market risk

(the downside) with little or no opportunity to participate in the benefits of competition (the upside of greater

returns).

After identifying the fundamental regulatory paradigm, our analysis turns to factors that influence the utility's

business risk climate in the jurisdiction. The factors fall into three broad categories: ratemaking, political
environment, and financial stability. Broadly speaking, the ratemaking and financial stability factors influence our

assessments more than the paradigm and political factors.

i
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Assessing U.S. Ut i l i t y Regu la t o ry Env i ronments

Ratemaking Practices And Procedures
The main, and often the most content ious, task of  a regulator is  to set the rates a ut i l i ty  may charge i ts customers.

We analyze specif ic rate decisions as part of the surveil lance of each ut i l i ty. Our regulatory assessments focus on the

jurisdict ion's overal l  approach to sett ing rates and the process i t  uses to conduct and manage base rate f i l ings.

Pract ices pertaining to separate tari f f clauses for large expense i tems are examined in the third category of  the

analysis (see below). In this part of the assessment, we concentrate on whether established base rates fairly ref lect the

cost  s t ruc ture of  a ut i l i ty  and al low management  an opportuni ty  to earn a compensatory  return that  prov ides

bondholders  wi th a f inanc ial  cushion that  promotes credi t  qual i ty .

Notably ,  the analys is  does not  revolve around "authorized" returns,  but  rather on actual  earned returns.  We note

the many examples of  ut i l i t ies with healthy authorized returns that ,  we bel ieve,  have no meaningful  expectat ion of

actually earning that return because of rate case lag, expense disallowances, etc. Although, in general,  the absolute

level of  f inancial returns is  less important to our analysis than how that return is  earned, we recognize that,  al l  else

being equal,  higher earned returns t ranslate into bet ter credit  metrics and a more comfortable equity  cushion for

bondholders.  A regulatory  approach that  al lows ut i l i t ies  the opportuni ty  to consis tent ly  earn a reasonable return is  a

pos i t ive factor in our v iew of  credi t  qual i ty .

The rates of return and capital structures used to generate the revenue requirement in rate proceedings may not be

the primary focus of the assessment,  but those and other decisions made in the ratemaking process are st i l l  noted.

We consider those decis ions to be potent ial  s ignals f rom regulators on their at t i tude toward credit  qual i ty .  We

bel ieve that  the capi tal  s t ructure in part icular is  a handy and direct  indicat ion f rom the regulator as to whether or

not  credi tworthiness is  an important  considerat ion in i ts  del iberat ions when set t ing rates.  Obviously ,  any

pronouncements f rom a regulator that  expl ic i t ly  address credi t  rat ings or ratemaking pract ices that  incorporate

credit -minded adjustments (e.g. ,  the use of  double-leveraged capital  s tructures or of f -bdance-sheet debt-l ike

obligations) are considered in the Standard AC Poor's assessment.

We analyze the issue of  "regulatory lag" in a comprehensive manner and not just  as a matter of  the ef f ic iency of  the

regulator in complet ing rate cases. As part  of  this analysis,  we evaluate the t imeliness of rate decis ions, coupled with

an evaluat ion of  the test  year.  In addit ion,  we take into account the t iming of  interim rates,  and other pract ices that

af fect  the appropriateness of rates periodical ly establ ished by the regulator.  We do not v iew the issue of regulatory

lag as an intermit tent  concern,  consequent ial  only during t imes of  acute inf lat ion or ris ing capital  spending,  but  as a

consistent part  of  our credit  analysis.  Accordingly,  in our regulatory assessments we focus on whether the regulator

eff ic iently prosecutes rate requests and bases its decisions with respect to rate sett ing on the most current

i n f o rmat i on .

In our v iew, the prevalence of  rate case sett lements is not necessari ly  an important credit  considerat ion. Although

the common assumption among market part ic ipants seems to be that a sett lement must be in the best interest of  a

ut i l i ty ,  we bel ieve this assumption disregards the possibi l i ty  that management wil l  sometimes make decis ions based

on its ef fect on earnings at the expense of cash f low considerat ions. This does not mean we dismiss the abil i ty of

st ipulat ions to reach a fair resolut ion of  di f f icul t  matters that  help regulators issue t imely and construct ive rate

decis ions. I t  just  means that f requent sett lements do not,  in our v iew, direct ly lead to a conclusion that the

regulatory environment in a state enhances credit  qual i ty .

An important pol icy-related issue outside of indiv idual rate cases that fal ls under this part  of  the assessment is the

Standard ac Poor's Ratingsbileot | November 7, 2008 4
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Assessing U.S. Ut i l i t y  Regulatory Env i ronments

regulatory overs ight  of  large capital  projects  with long lead t imes that  carry  out-s ized risks ro a ut i l i ty  and i ts

bondholders.  In our opinion,  pract ices such as legis lat ive or regulatory necogniNon of  the need for pre-approval of

such endeavors,  periodic rev iews that  substant ively involve the regulator in the progress of  the project ,  and rol l ing

prudence determinat ions during construct ion can reduce the general  level  of  r isk  associated with a ut i l i ty  commit t ing

substant ial  capital wel l  in advance of  the rate proceeding that results in the project  being placed into rare base.

Before committ ing to such projects,  a resource-procurement process that uses object ive guidel ines to evaluate

compet ing proposals  to meet  load obl igat ions and keeps the regulator informed and involved in the decis ions can,  in

our v iew, help to reduce the risk of  subsequent disal lowances. I f  the iurisdicrion has an Integrated Resource Plan or

s imi lar mechanism that  inc ludes the part ic ipat ion of  many part ies and is  used to def ini t ively establ ish the need for

new generat ion,  we cons ider credi t  r isk  to be further diminished.

One more fac tor that  we examine in this  part  of  the analys is  is  whether a jurisdic t ion employs nontradi t ional

ratemaking pract ices.  Examples of  what  we may v iew to be potent ial ly  credi t -enhancing regulatory  mechanisms

inc lude weather normal izat ion and incent ive ratemaking.  We bel ieve that  the benef ic ial  ef fect  on credi t  qual i ty  of  a

tari f f  c lause that  smooths out cash f lows that  can vary with outs ide inf luences l ike weather is  self  ev ident.  The

benefits of incent ives incorporated into the regulatory regime may be less clear.  Well-designed incent ives can be at

least  credit  neutral .  A moderate amount of  incent ives can be credit  support ive.  We general ly  v iew incent ive

prov is ions (whether t ied to cost  control ,  rel iabi l i ty ,  or operat ional  performance) as being benef ic ial  for credi t  qual i ty

i f  they are l inked to fair and object ive benchmarks. Incent ives that lack some or al l  of  those features, such as a plain,

long~term rate f reeze,  can be,  in our opinion,  detrimental  to credit  qual i ty .

Political Insulation
The role of  pol i t ics  in ut i l i ty  regulat ion is  of ten misunderstood.  In most  jurisdic t ions,  legis latures created regulatory

commiss ions and invested them with the power to set  and enforce ut i l i ty rates and service standards. Regardless of

how a regulatory commission is  statutori ly  organized, i ts  funct ion is  to set  and regulate rates and serv ice standards

with due regard not  only  for the interests of  those who advance the capital  needed to prov ide safe and rel iable ut i l i ty

serv ice but  for other const i tuents as wel l .  In this  regard,  bondholders should recognize that  the set t ing of  ut i l i ty  rates

invariably ref lects pol i t ical  as wel l  as economic factors.  Therefore,  the potent ial  for pol i t ical  considerat ions to af fect

ut i l i ty  regulat ion can be a key determinant when we assess a regulatory jurisdict ion.

A primary factor in this  part  of  our assessment is  the method of  select ing ut i l i ty  commissioners.  in some

jurisdic t ions,  the governors appoint  regulatory commissioners.  In others,  the same voters who pay ut i l i ty  bi l ls

direct ly  elect  commissioners.  The regulatory risk associated with that model can sometimes be managed, but there is

an inherent level of risk in elected regulatory bodies that we ref lect in the assessment. Standard &c Poor's also

analyzes the t rack record of  the involvement of  the execut ive branch or the legis lature in ut i l i ty  matters,  and the

relat ive v is ibi l i ty  of  ut i l i ty  issues in the pol i t ical  arena.

The abi l i ty  of  a regulator to del iver sound,  fair,  and t imely rate decis ions and set  prudent  regulatory pol ic ies that

assist  ut i l i ty  managers in managing business and f inancial risk can be affected by the overal l  atmosphere that i t

operates in.  The tone can be set  by the governor or legis lature,  the history and t radit ion of  independence accorded to

the regulatory  body,  and the behavior of  important  const i tuent  groups that  intervene in ut i l i ty  proceedings.
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AssessingU.S. Utility Regulatory Environments

Cash Flow Support And Stability
The final set of factors in our assessment of regulatory environments is arguably the most important. The phrase

"cash is ling" can be overused, but it does highlight an essential part of the credit analysis. A regulatory jurisdiction

that recognizes the significance of cash flow in its decision making is one that will appeal to bondholders.

Generating cash is a function of the actions of utility management, but the regulator can supply (or withhold) the

tools that can affect the company's essential ability to actually realize the intended level of cash flow.

The most prominent factor in this part of the analysis is the application of separate tariff provisions for major

expenses such as fuel and purchased power: The timely adjustment of rates in response to changing commodity

prices and other expenses that are largely out of the control of utility management is a key component of a

creditenhancing regulatory jurisdiction. We analyze the quality of special tariff mechanisms to determine their

effectiveness in producing the cash flow stability they are designed to achieve. The frequency of rate adjustments, the

ability to quickly react to unusual market volatility, and the control of opportunities to engage in hindsight

disallowances of costs could affect the analysis almost as much as whether the tariff provisions exist at all. The

record of disallowances plays a part in the regulatory assessment.

The commission's policies and oversight covering hedging activities may also be a factor in this part of the review if

a utility has sought regulatory approval. For utilities that attempt to manage commodity risks, we look for a

clearly-stated hedging policy and a track record of activity that conforms to that policy. The responsibility for

communicating the policy and demonstrating the prudence of the hedging activity rests with the utility, but the

initial response to a hedging program and the history of the regulator's treatment of the results of the program could

influence our assessment.

Regulators can employ other ratemaking techniques that promote stable cash flows. We consider a commission's

decisions on rate design in assessing its attitude on credit quality. For example, we take into account the relative size

of the typical monthly customer charge, a decoupling mechanism that severs the direct relationship between

revenues and customer usage, or other rate design features that bolster credit quality.

Especially during upswings in the capital expenditure cycle, such as we are experiencing now, a jurisdiction's

willingness to support large capital projects with cash during the construction phase is an important aspect of our

analysis. This is especially true for ventures with big budgets and long lead times, such as caseload coal-fired or

nuclear power plants and high-voltage transmission lines that are susceptible to construction delays. Allowanceof a

cash return on construction work-in-progress or similar ratemaking methods historically were considered

extraordinary measures for use in unusual circumstances, but in today's environment of rising construction costs

and possible inflationary pressures, cash flow support could be crucial in maintaining credit quality through the

spending program.

Jurisdictional Assessments
The table below shows Standard BC Poor's assessments of regulatory jurisdictions. The category titles are designed to

communicate one other important point regarding utility regulation and its effect on ratings. All categories are

denoted as "credit-supponive". To one degree or another, all U.S. utility regulation sustains credit quality when

compared with the rest of corporate ratings at Standard 8c Poor's. We presence of regulators, no matter where in

6Standard 86 Poe;-'s Ratingsbiract | November 7, 2008
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the spectrum of our assessments, reduces business risk and generally supports all U.S. ut i l i ty rat ings.

Land cndit suppnrlivo

Arizona

Delaware

Dist, of Columbia

Illinois

Maryland

New Mexico

Mast cndit suppnnM More crodh supporting Credit supportive Ls x credit supportive

Alabama Arkansas Louisiana

Caiifomia Colorado Maine

Florida Connecticut Missouri

Georgia Hawaii Montana

Indiana Idaho New York

Iowa Kansas Dkiahoina

South Carolina Kentucky Rhode Island

Wisconsin Massachusetts Texas

Michigan Utah

Minnesota Vermont

Mississippi Washington

Nevada Wast Virginia

New Hampshire Wyoming

New Jersey

North Carolina

North Dakota

Ohio

Oregon

Pennsylvania

South Dakota

Virginia

1.
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Credit FAO:

Standard 86
Climates For

Poor's Assessments Of Regulatory
U S Investor-Owned Utilities

Based on Standard ac Poor's Ratings Services' experience in rating U.S. investor-owned utilities, we believe that the

fundamental regulatory environment can be one of the most important factors we analyze when assigning utility

credit ratings. So, earlier this month we released our assessments of the credit-supportiveness of the regulatory

environments in the primary jurisdictions that regulate the U.S. utilities we rate (see "Assasing U.S. Utility

Regulatory Environments," published Nov. 7, 2008, on RatingsDirect). The following answers to frequently asked

questions aim to provide additional information regarding how we evaluate the jurisdictions, how we incorporate

the assessments into our ratings, and why we decided to create the assessments in the first place. The appendix

includes a table of the assessments and a map highlighting each jurisdiction in the U.S to which we have issued an

assessment.

Frequently Asked Questions
\Vhy has Standard BC Poor's decided ro publish these assessments now?

We believe that the effect of regulatory risk on U.S. investor-owned utility ratings has grown in recent years, as has

the importance of providing more transparency to the market and policymakers about our approach to analyzing

regulatory risk.

We expect the importance of regulatory matters will continue to occupy a primary position in our analysis because

the impulse toward deregulation has fallen, the utilities' costs have increased in magnitude and volatility, and

utilities are facing ever-greater environmental burdens to meet broad societal and global goals. We believe that

regulatory environments around the country must continue to evolve to address those burdens if credit quality is to

be preserved. The intent of the Nov. 7 commentary and assessments is to better communicate how regulatory policy

and practices affect credit quality.

Are you changing your methodology for rating U.S. investor-owned utilities with the new assessments?
No. Our ratings on a utility will continue ro be tied to the utility's own regulatory risk, which depends on more than

just the regulatory environment (or environments) where it operates. Management's attitude and capabilities with

respect to managing regulatory risk, strategic imperatives, operating performance, and other factors can affect our

conclusion on regulatory risk as much as our assessment of regulatory climate.

How do you factor regulation into the audit ratings of U.S. utilities ?
The influence of regulatory decisions on the ability of utilities to produce predictablecash flow is a key factor in our

credit analysis. Regulation generally supports investment-grade credit quality. The average rating for U.S.

investor-owned utilities is 'BBB', while the average for the rest of corporate ratings is in the 'BB' range.

How will you use the assessments what reviewing ratings of U.S. utilities ?
The assessments will be the starting point for our rating committee when it reviews a company's regulatory risk

profile. We expect the assessments to enhance comparability in ratings across the U.S. utility sector by providing a

common and explicit foundation for the evaluation of each utility's regulatory risk. The assessments will also help

rating committees evaluate overall management because they will highlight situations where our assessment of a

2Standard ac Poor's llatingsllirect | November 25, 2008
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company's regulatory environment and our view of the company's regulatory risk don't match. Our view of

management could be affected if a utility struggles to earn its authorized return in a supportive regulatory

environment, or if it financially out-performs its peers in a difficult environment.

What are the assessments trying to measure?
The assessments attempt to measure the fundamental posture of a jurisdiction's policymakers toward issues that

matter to a utility's creditors. Standard SC Poor's identified many features of regulation that we believe reveal that

posture, and gathered data on those factors. To the extent we used qualitative factors to form our opinion, we

looked for long-term, institutional characteristics of the jurisdiction such as history of attention paid to credit

quality, as well as more recent, possibly transient developments, such as the latest election results. Some important

aspects of the assessments to be kept in mind include:

The assessments are of the whole jurisdiction, not just the regulatory body.

The assessments are done on an absolute basis, not on a relative scale.

The assessments are made from a credit perspective.

What specific favors did you use to make the assessments ?
The Nov. 7 commentary contains a full discussion of the various elements that Standard BC Poor's analyzed in the

assessments, but below is an abridged list of the factors, which we've grouped under four broad categories

mentioned in the commentary. We give the most weight to the financial stability factors, followed in order by

ratemaking factors, political factors, and the regulatory paradigm:

•

•

•

Ratemaking factors
Cost recovery and earned returns,

Ratemaking timeliness,

Resource procurement process,

Oversight of large capital commitments, and

Nontraditional ratcmaking practices.

Political factors
• Method of commissioner selection,
• Record of political influence, and
• Behavior of influential interveners.

Financial stability factors

• Rate treatment of large capital expenditures,
• Rate treatment of large expenses,
• Cash flow metrics of regulated utilities, and
• Rate design.

In Standard 86 Poor's view, is a jurisdiction described as "More Credit-Supportive" one in which the
commission is a "good" regulator? Similarly, is one in the "Least Credit-Supportive" category viewed by
Standard 86 Poor's as a "poor" regulator?
No, not at all. First, remember that die assessments encompass much more diam the behavior of the regulators in a

jurisdiction. Second, all jurisdictions are described as "credit-supportive" and differ only in degree rather than in

kind. And third, we designed the assessments to portray utility regulation in terms of its effect on credit quality.

www.s1andandandpoors.com/ratingsdiract 3
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Public policy in a given jurisdiction, as dictated by the executive and legislative branches and implemented by the

regulatory body, is properly governed by many different considerations that may or may not coincide with a

particular level of creditworthiness. We don't intend the assessments to advocate for any specific ratemaking

treatment or commission policy. They merely reflect our opinion of the credit consequences of those policies and

other elements of our assessment methodology.

Why are no jurisdictions categorized as Most Credit-Supportive?
We make the assessments against an absolute standard of the degree of credit support. Ar this time, there are in our

view no U.S. jurisdictions that qualify for the top category.

Appendix
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McGill, James T(Z71171 )
we

From: Philip.Smyth @fitchratings.oom

Sent: Friday, January 08, 2010 9:25 PM

To: McGill, James T(Z71171 )

Subject: RE: 1/26 meeting

Jim,

We will meet at 33 Whitehall Street. Its right across the street from One State Street Plaza and the
building has the Fitch logo on it. Proceed to the through security to the 18th floor reception area where I
will greet you and accompany you and your colleagues to the meeting room. Please let me know who
will be attending from PNW.

Will you provide updated models ahead of the meeting?

Thanks,

Phil

-----<Ian1es.MCgi1l@pinnaclewest.com> wrote:

To: <Philip.Smyth@fitchratings.com>
From: <James.MCgill@pinnaclewest.com>
Date: 01/08/2010 04:26PM
Subject: RE: 1/26 meeting

Phil  -  what is  your street address where we '  l l  be meeting?

-Original Message-
From: Philip . Smyth@fitchratings . com
[m a i l  t o  :  P h i l i p  .  S m y t h @ f i t c h r a t i n q s  .  c o m ]
S e n t :  T h u r s d a y , J a n u a r y 0 7 ,  2 0 1 0  1 1 : 5 1
T O :  M c G i l l ,  J a m e s  T ( z 7 1 1 7 / )
S u b j e c t :  R e : 1 / 2 6  m e e t i n g

AM

H i  J i m ,

D o  y o u  w i s h  t o  m e e t  a t  1 2 P M  o r  l a t e r  s a y  1  -  R P M . I f  y o u  c o m e  a t
1 2 P M  w e  w i l l  p r o v i d e  s a n d w i c h e s  . L e t  m e  k n o w  w h a t  w o r k s  f o r  y o u , I
w i l l  c i r c u l a t e  t h e  p r o p o s e d  t i m e  t o  k e y  p a r t i c i p a n t s  o n m y  e n d  a n d
g e t  b a c k t o  y o u  A S A P .

Best Regards,

Phi l ip  Smyth,  CFA
Senior  Director

1/28/2010
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Fitch Ratings
212 908 0531

James . MCg;Lll@pinn

aclewest I com

To
01/07/2010 01:17 Philip . Smyth@fitchratings . com

P M

CC

Subject
1/26 meeting

Phil,
Left you a voice message earlier - Jim will be on a panel discussion
the in the morning of 1/26, so we'd like to meet with you early
afternoon if possible.

Jim

1/28/2010
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Email Firewall made the following annotations

NOTICE ---
This message is for the designated recipient only and may contain
confidential, privileged or proprietary information. If you have
received it in error, please notify the sender immediately and
delete the original and any copy or printout. Unintended recipients
are prohibited from making any other use of this e-mail . Although we
have taken reasonable precautions to ensure no viruses are present
in this e-mail, we accept no liability for any loss or damage
arising from the use of this e-mail or attachments, or for any delay
or errors or omissions in the contents which result from e-mail
transmission.

This email has been scanned by the MessageLabs Email Security
System.
For more information please visit http://www.messagelabs.com/email

Confidentiality Notice: The information contained in this e-mail
and any attachment (s) is confidential and for the use of the
addressee (s) only. If you are not the intended recipient of this e-
mail, do not duplicate or redistribute it by any means. please
delete this e-mail and any attachment (s) and notify us immediately.
Unauthorized use, reliance, disclosure or copying of the contents

of this e-mail and any attachment (s) , or any similar action, is
strictly prohibited. Fitch Ratings reserves the right, to the
extent permitted by applicable law, to retain, monitor and intercept
e-mail messages both to and from its systems.

__._.._..liP-.

This e-mail has been scanned by the lvIessageLabs Email Security
System. For more information, please visit
ht : www.messa elabs.com email .

This email has been scanned by the MessageLabs Email Security
System.
For more information please visit http://www.messaqelabs.com/email
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Confidentiality Notice: The information contained in this e-mail and any attachment(s) is confidential
and for the use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not
duplicate or redistribute it by any means. Please delete this e-mail and any attachment(s) and notify us
immediately. Unauthorized use, reliance, disclosure or copying of the contents of this e-mail and any
attachment(s), or any similar action, -is strictly prohibited. Fitch Ratings reserves the right, to the extent
permitted by applicable law, to retain, monitor and intercept e-mail messages body to and from its
systems.

This e-mail has been scanned by the MessageLabs Email Security System. For more information, please
visit http:// messagelabs.com/email.
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McGill, James Tlz11171 )

From:
Sent:
To:
Subject:

Philip.Smyth@fitchratings.com
Friday, January 15, 2010 7:35 AM
McGill, James T(z71171 )
RE: 1/26 meeting

Hi Jim,

Just to be clear, the latest communique indicates a RPM start for our 1/26 meeting.
Please confirm. The meeting with you and Jim Hatfield will be held at 33 - Whitehall
Street (you will see the Fitch logo emblazoned on the building) , which is across the
street from our NYC HQ building (1 State Street Plaza) . Proceed through lobby security to
the 1th floor where a receptionist will receive you. Please let me know if you have any
questions or need anything further. We look forward to meeting with you.

Best Regards,

Phil
212 908 0531

<James . Mcgi l l@pin
naclewest . com>

To
01/12/2010 01:55
PM

<Phi1 ip. Smyt:h@fit:chratings . com>
cc

Subject
RE: 1/26 meeting

Phil,
Can we make the time 1:00 - 2:00? It will be Jim H.
providing updated projections ahead of the meeting.

and me from PNW . we will be

Jim

From: Philip . Smyth@fitchratings . com [mailto : Philip . Smyth@fitchratings . com]
Sent: Friday, January oh, 2010 9:25 PM
To: McGill, James T(Z71171)
Subject: RE: 1/26 meeting

Jim,

We will meet at 33 Whitehall Street. Its right across the street from One state Street
Plaza and the building has the Fitch logo on it. Proceed to the through security to the
18th floor reception area where I will greet you and accompany you and your colleagues to
the meeting room. Please let me know who will be attending from PNW.

will you provide updated models ahead of the meeting?

Thanks ,

1
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Phil

-<James . Mcgi1l@pinnaclewest . com> wrote :

To: <Philip . Smyth@fitchratings . com>
From: <James . Mcgil1@pinnac1ewest . com>
Date: 01/08/2010 04:26PM
Subject: RE: 1/26 meeting

Ph i l  -  what  is  your  s t ree t  address  where  we ' l l  be  meet ing?

-Orig inal Message-
From: Philip.smyt:h@fit:chratings.com [mailto:philip.smyth@fit:chratings.com]

Sent: Thursday, January 07, 2010 11:51 AM
To: McGill, James T(Z711'71)
Subject: Re: 1/26 meeting

H i  J im,

Do you wish to meet at 12PM or later say 1 - RPM. If you come at 12PM we will provide
sandwiches. Let me know what works for you, I will circulate the proposed time to key
participants on my end and get back to you ASAP.

Best Regards ,

Philip Smyth, CFA
Senior Director
Fitch Ratings
212 908 0531

James .MCgi11@pinn
aclewest » com

TO
01/07/2010 01:17
PM

Philip . Smyt:h@fitchratings . com
CC

Subject
1/26 meeting

Phil,
Left you a voice message earlier - Jim will be on a panel discussion the

of 1/26, so we'd like to meet with you early afternoon if possible .
in the morning

Jim

Emai l  F i rewa l l  made the  fo l lowing  annotat ions

NOTICE

2
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This message is for the designated recipient only and may contain confidential,
privileged or proprietary information. If you have received it in error, please notify
the sender immediately and delete the original and any copy or printout. Unintended
recipients are prohibited from making any other use of this e-mail. Although we have
taken reasonable precautions to ensure no viruses are present in this e-mail, we accept
no liability for any loss or damage arising from the use of this e-mail or attachments,
or for any delay or errors or omissions in the contents which result from e-mail
transmission.

This email has been scanned by the MessageLabs Email Security System.
For more information please visit http://www.message1abs.com/email

Confidentiality Notice: The information contained in this e-mail and any
attachment (s) is confidential and for the use of the addressee (s) only.
If you are not the intended recipient of this e-mail, do not duplicate or

it by any means. Please delete this e-mail and any
attachment (s) and notify us immediately. Unauthorized use, reliance, disclosure or

copying of the contents of this e-mail and any attachment (s) , or any similar action, is
strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by
applicable law, to retain, monitor and intercept e~mail messages both to and from its
systems.

redistribute

This e-mail has been scanned by the MessageLabs Email Security System.
For more information, please visit http://www.messagelabs.com/email .

This email has been scanned by the MessageLabs Email Security system.
For more information please visit http://www.message1abs.com/email

Confidentiality notice: The information contained in this e-mail and any
attachment (s) is confidential and for the use of the addressee (s) only. If you are not the
intended recipient of this e-mail, do not duplicate or redistribute it by any means.
please delete this e-mail and any attachment
(s) and notify us immediately. Unauthorized use, reliance, disclosure or copying of the
contents of this e-mail and any attachment (s) , or any similar action, is strictly
prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law,
to retain, monitor and intercept e-mail messages both to and from its systems.

This e-mail has been scanned by the MessageLabs Email Security System. For more
information, please visit http://www.message1abs.com/email.

This email has been scanned by the MessageLabs Email. Security System.
For more information please visit http://www.messagelabs.com/email

Confidentiality Notice: The information contained in this e-mail and any attachment (s) is
confidential and for the use of the addressee (s) only. If you are not the intended
recipient of this e-mail, do not duplicate or redistribute it by any means. Please delete
this e-mail and any attachment (s) and notify us immediately. Unauthorized u~ ~e, reliance,
disclosure or copying of the contents of this e-mail and any attachment (s) , or any similar
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action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted
by applicable law, to retain, monitor and intercept e-mail messages both to and from its
systems ¢

This e-mail has been scanned by the MessageLabs Email Security System.
information, please visit http://www.messagelabs.com/email.
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McGill, James Tlz71171)

From:
Sent:
Subject:

Higuchi, Dene C(Z05435) on behalf of Hickman, Rebecca (Z46875)
Wednesday, January 20, 2010 3:15 PM
PNW: Dividend Declaration and Earnings Conference calIAneb Cast

Today, we issued a press release announcing our latest dividend declaration and our 2009 fourth-quarter earnings
release, conference call and web cast. The text of the release is included below in this message.

As always, if you need any information about our company, please contact me.

Zecéy
Rebeoca L. Hickman

DirecioroflnvestorRelations | Pinnacle West CapitaI Corporation

400 North 5th Street I Station 9998 I Phoenix, Az 85004
Oflice 602-250-5668 | Fax 602~250-2789 | E-mail rhickman@pinnaclewest.com

PINNACLE WEST DECLARES QUARTERLY DIVIDEND;
ANNOUNCES FOURTH-QUARTER CONFERENCE CALL

PHOENIX - Pinnacle West Capital Corporation's (NYSE: PNW) Board of Directors today declared a quarterly dividend of
$0.525 per share of common stock, payable on March 1, 2010, to shareholders of record on February 1, 2o10.

In addition, Pinnacle West plans to release ts 2009 fourth-quarter and yearend results on Friday, February 19, 2010. Thai
same day at 11 a.m. (ET), the Company invites interested parties to listen to a live web cast of management's conference
call to discuss results and recent developments.

The web cast can be accessed at www.pinnaclewest.com/presentations and will be available for replay on the web site for
30 days. To access the live conference call by telephone, dial (877)356-3961 and enter Conference ID 49140974. A
replay of the call also will be available until 11:55 p.m. (ET), Friday, February 26, 2010, by calling (800)642-1687 in the
U.S. and Canada or (706)645-9291 internationally and entering the same Conference no number as above.

Pinnacle West is a Phoenix-based company with consolidated assets of about $11 .8 billion. Through its subsidiaries, the
Company generates, sells and delivers electricity and sells energy-related products and services to retail and wholesale
customers in the western united States.

.30-

1
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McGill, James Tlz71111 I

From:
Sent:
Subject:

Higuchi, Dene C(Z05435) on behalf of Hickman, Rebecca (Z46875)
Thursday, January 21, 2010 11:20 AM
PNWlAPS: EXECUTIVE AND SENIOR MANAGEMENT CHANGES

Today, we issued a press release announcing some executive and senor management changes. The text of the release
is included below in this message.

As always, if you have any question about this announcement or need other information about our company, please
contact me.

Sincerely
Z'ec»é'_y
Rebe~ L. Hickman
Director of Investor Relations i Pinnacle West Capital Corporation
Two Arizona Center | 400 North 5th Street I Station 9998 | Phoenix, Az 85004
Office 602-250-5868 | Fax 602-250-2789 | E~mail rhlckman@plnnaclewest.com

APS ANNOUNCES OFFICER, SENIOR MANAGEMENT CHANGES

PHOENIX - Pinnacle West Capital Corp. Chairman and Chief Executive Officer Don Brandt today announced promotions
at Pinnacle West and its principal subsidiary, Arizona public Service Co. (APS).

Effective immediately, Barbara Gomez has been named Vice President of Supply Chain Management for Aps, and
Denise Danner has been named Vice President, Controller and chief Accounting Officer for both APS and Pinnacle West.
Gomez, who has been with the company since 1978, previously held the position of Vice President, Controller and Chief
Accounting Officer for Pinnacle West. Danner, who joined APS in 2009, previously was Vice President and Controller for
Aps. Both Gomez and Danner will report to Jim Hatfield, Senior Vice President and chief Financial Officer.

Brandt said the changes are an opportunity to provide greater management depth and experience, as well as improved
efficiency and integration across operating lines.

In addition, David Hansen has been named Vice President of Fossil Operations and will report to Mark Schiavoni, Senior
Vice President of Fossil. Hansen, who began with the company in 1980, was previously APS's Vice President of Power
Marketing and Trading.

Pat Dinkel, who began his career with the company in 1986, has been promoted to Vice President of Power Marketing and
Resource Pinning. Dinkel's previous position of General Manager of Strategic Planning and Resource Acquisition will
now be held by Brad Albert, a 25-year veteran of the company who previously served as Drector of Resource Planning.
Dinkel and Albert will both report to Don Robinson, APS President and Chief Operating Officer.

pinnacle West is a Phoenix-based company with consolidated assets of about $11.8 billion. Through its subsidiaries, the
Company generates, sells and delivers electricity and sells energy-rdated products and services to retail and wholesale
customers in the western United States.

# # #
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McGill, James TIZ11111 I

From:
Sent:
To:
Subject:

MCGIII, James T(Z71 171)
Friday, January 22, 2010 12:39 PM
'Bettinelli, Antonio'
Visit

Tony,
Thanks for getting back to me. Let's just plan on meeting out in San Francisco. Let me know your availability (several
dates would be helpful).

Jim

1
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Page 1 of 1

McGill , James T (Z71171 )

From: McGill, James T(Z71171 )

Sent: Friday, January 22, 2010 12:53 PM

To: 'Bettinelli, Antonio'

Subject: FW: STANDARD 8. POOR'S REGULATORY SURVEY iv JAN. 2010

Attachments: ?Prdefgulatorysurvey2010.doc; Decision No. 71435.pdf, Decision No. 71448.Pdf, Els.pdf, PSA-
.p

Tony,
Here is the completed survey and attachments. Let me know if you have any questions.

Jim

»*1nv¢Nr1H-lm--
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J

STANDARD & POOR' s
REGULATORY SURVEY

UPDATE - January 2010

Please fill out a separate update for each rated utility
with new information since the 2008 survey.
If the utility is in more than one jurisdiction, please
provide Separate survey for each.
Attach additional materials (e.g. company documents) or
explanations if necessary to completely answer any of the
questions.
For assistance, contact your primary analyst or Todd
Shipman (212.438.7676) or todd_shipman@sandp.com

IMPORTANT: CLEARLY INDICATE IF AN ANSWER CONTAINS
CONFIDENTIAL, NON-PUBLIC INFORMATION THAT YOU WOULD
NOT WANT DISCLOSED
Thank you very much for your assistance. Please send the
c om p l e t e d  s u r v e y ( s )  t o  y ou r  a n a l y s t  b y  t h e  e n d  o f  J a n u a r y .

COMPANY

A r i z o n a  P u b l i c  S e r v i c e  C o m p a n y

JURI SDI  CT ION

A r i z o n a

REGULATORY BODY

A r i z o n a  C o r p o r a t i o n  C o m m i s s i o n
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1 I RESOURCE PROCUREMENT PROCESS

If your utility has obligation-to-serve or POLR
responsibilities, please note any new developments in the
procurement process since 2008 (e.g. IRP, competitive
procurement, regulatory oversight, or regulatory approval) .

(If necessary, attach separate document) :

APS is a vertically integrated utility that retains its
obligation to serve. The ACC has developed a set of
Integrated Resource Planning Rules (Acc Decision No.
dated 12/15/09, attached) that is currently awaiting
certification through the public process. These rules
contain a section relating to competitive procurement of
resources (R14-2-705) . Certification through the Attorney
General' s Office is expected by the end of the second
quarter of 2010.

71435

2 I RATE CASE INFORMATION

Provide the following information for base rate cases
completed since 2008 :

Date Filed Originally filed
3/24/2008; updated test
year filed 6/2/2008

Initiated BY

Interim Rate Increase Amount and Date

Amount and % of Requested Rate Increase

APS

$ss.2m ff. 1/1/2009

$448.2M or 16.99% ($278.2M
increase co base rates -
net of fuel - or 10.55%)

Amount and % Rate Increase Granted $344.7M or 13.07% ($207.51v1
increase to base rates
net of fuel or 7.9%)

1/1/2010

OCRB $5,s82.1m

Fair value $7,665.7M

Test year Used 9/30/07

(If updated, through what date?) 12/30/07

Return on Equity Authorized 11.0%

Capital Structure (% debt, preferred, common) 46.21% debt, 53.79% equity

Settlement (y, N, partial) Y

Acc Decision No. 71448 is attached.

Date permanent Rates Went Into Effect

Rate Base Amount
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3 l LARGE CAPITAL EXPENDI TURES

please note changes to programs or riders authorized for
significant capital projects (e.g. pre~approvals, separate
rate mechanism, regulatory oversight, rate base treatment) :

No change t:o information provided in 20oa . The EIS rider tariff sheet
was updated as part of the last rate case only to include new rate
schedules that are excluded. The charge was not changed. The new EIS
rider is attached.

4 | TARIFF CLAUSES FOR SIGNIFICANT EXPENSES

Note significant changes (e.g. added, withdrawn, timing of
rate adjustments, incentives) to any separate rate
mechanisms for significant expenses such as purchased power
or fuel:

No significant changes to the operation of the fuel clause.
rates did change concurrent with the last rate case order.
rider is attached.

Adj vestment:
The new PSA

Any amounts disallowed in 2009? (note % of total cost) :

No

5 A RATE DESIGN

Any significant regulatory changes to the monthly fixed
charge in any of your customer classes?

No

6 I FINANCIAL REPORTING

Please attach financial reports submitted to your regulator
in 2009 (or, if applicable, a summary part of the report
with financial data) or provide a website address where
they can be found:

http://starpas.azcc.gov/scripts/cgiip.exe/wservice=wsbroker
1/connect.p?app=names-report.p

Please provide the actual,
equity for 2008: 7.7%

jurisdictional earned return on
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7 - NON-TRADITIONAL RATEMAKING PRACTICES

Please note if any of the following were added or withdrawn
in 2009:

Incentive Ratemaking

Revenue Decoupling

weather Normalization

Other

Describe changes:

*

*

Performance incentives for demand-side management
programs changed as a result of the last rate case. The
Company now earns a tiered performance incentive as a % of
net benefits, capped at a tiered % of program costs. The
incentive is described in detail in the attached Decision
No. 71448.

8 I OTHER

Describe any practices or policy changes made by your
regulator in 2009 that you think affects credit quality.

The most recent rate case settlement contained several
constructive regulatory mechanisms (albeit possibly on a
one-time basis):

- post-test-year rate base (for capital projects
with an in-service date to 6/30/09)

2-year rate case cycle through 2014

deferral of pension and OPEB costs

concurrent recovery of DSM costs

- movement of significant fuel cost recovery from
adjustor to base rates

See the attached Decision No. 71448.
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THANK YOU I

SURVEY COMPLETED BY :

NAME James McGill

PHONE NUMBER 602-250-3315

E-MAIL _j im.mcgill@pinnaclewest . com
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McGill, James T(Z71171 )

From: Bettinelli, Antonio [Antonio_Bettinelli@standardandpoors.com]

Sent: Friday, January 22, 2010 12:58 PM

To: McGill, James T(Z71 171 )

Subject: RE: STANDARD a POOR'S REGULATORY SURVEY - JAN. 2010

Thanks.

From: James.MCgill@pinnaclewest.com [mailto:James.MCgllI@ pinnaclewest.com]
Sent: Friday, January 22, 2010 11:53 AM
To: Bettinelli, Antonio
Subject: FW: STANDARD & POOR'S REGULATORY SURVEY - JAN. 2010

Tony,
Here is the completed survey and attachments. Let me know ifyou haveany questions.

Jim

~~ -.¢..._.._.-».- ww~»._.~..¢..».~ .- we-. .»....» -»

Email Firewall made the following annotations

--- NOTICE ---

This message is for the designated recipient only and may contain confidential, privileged or proprietary
information. If you have received it in error, please notify the sender immediately and delete the original
and any copy or printout. Unintended recipients are prohibited from malting any other use of this e-mail.
Although we have taken reasonable precautions to ensure no viruses are present in this e-mail, we accept
no liability for any loss or damagearising from the use of this e-mail or attachments, or for any delay or
errors or omissions in the contents which result from e-mail transmission.

~. * . .¢  . . * . . .  -  .  - -  ,  . . . . . - . . .  -  . . . .  _ , - - , , _ , , "  - . .  - ...... _ ..,.....-. . . . . . _ . . . .

The information contained in this message is intended only for the recipient, and may be a confidential attorney-client
communication or may otherwise be privileged and confidential and protected from disclosure. If the reader of this message is not
the Intended recipient, or an employee or agent responsible for delivering this message to the Intended recipient, please be aware
that any dissemination or copying of this communication is strictly prohibited. If you have received this communication in error,
please Immediately notify us by replying to the message and deleting it from your computer. The McGraw-Hill Companies, Inc.
reserves the right, subject to applicable local law, to monitor and review the content of any electronic message or information sent
to or from McGraw-Hill employee e-mail addresses without informing the sender or recipient of the message.
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McGill, James T(z71171 I

From :
Sent'
To:
Subject:

McGill, James T(Z71171 )
Monday, January 25, 2010 4:51 PM
'laura.schumacher@ moodys.com'
Fw: Moody's Presentation January2010.xls

Attachments: Moody's Presentation January 2010.xls

H e r e  a r e  n e w  p r o j e c t i o n s .  S e e  y o u  t o m o r r o w .
J i m

Original Message
From: McGill, James T(Z71171)
To: McGill, James T(Z71171)
S€I1t: Fri Jan 22 15:40:01 2010
Subject: Moody's presentation January 2010.xls

'8-Uiiilil
Moody's

zsentation January 2

1
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McGill, James T(Z71171 )

From:
Sent
To:
Subject:

McGill, JamesT(Z71171)
Monday, January 25, 2010 4:51 PM
'philip.smyth@fitchratings.com'
Fw: Fitch Presentation January 2010.xls

Attachments: Fitch Presentation January 2010.xls

H e r e  a r e  t h e  n e w  p r o j e c t i o n s .  S e e  y o u  t o m o r r o w .
J i m

Original Message
From: McGill, James T(Z71171)
TO: McGill, James T(Z71171)
Sent: Fri Jan 22 15:39:16 2010
Subject: Fitch Presentation January 2010.xls

.  \

Fitch Presentation
January 201...

1
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McGill, James Tlz11111 )

From'
Sent
To:
Subject:

McGill, James T(Z71171)
Friday, January 29, 2010 10:52 AM
'Bettinelli, Antonio'
Visit

Tony,
How does the week of 2/8 look for you? Probably dorl't need more than 1 hour.

Jim

1
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McGill, James T(Z71171 )

From: Bettinelli, Antonio [Antonio__BettineIIi@standardandpoors.com]

Sent : Friday, January 29, 2010 12:13 PM

To: McGill, James T(Z71171 )

Subject: RE: Visit

Monday at Q, 10, or Nam look to be the best options for us. Wed. at 1 pm may also be available but I can't
immediately verify it.

Who wit! attend?

From: James.Mcgill@pinnaclewest.com [mailto:James.MCglll@plnnaclewest.com]
Sent: Friday, January 29, 2010 9:52 AM
To: Bettinelli, Antonio
Subjeect: w$ir

Tony, .
How does the week of 2/8 look for you? Probably don't need more than 1 hour.

Jlm

Email Firewall made the following annotations

--- NOTICE --- . .

This message is for the designated recipient only and may contain confidential, privileged or proprietary
information. If you have received it in error, please notify the sender immediately and delete the original
and any copy or printout. Unintended recipients are prohibited firm making any other use of this email.
Although we have taken reasonable precautions to ensure no viruses are present in this e-mail, we accept
no liability for any loss or damage arising from the use of this e-mail Or attachments, or for any delay or
errors or omissions in the contents which result from e-mail transmission.

The information contained In this message is Intended only for the recipient, and may be a confidential attorney-cllent .
communication or may otherwise be privileged and confidential and protected from disclosure. If the reader of this message is not
the intended recipient, or an employee or agent responsible for.dellverlng this message to the intended recipient, please be aware
that any dissemination or copying of this communication is strictly prohibited. If you have received this communication in error,
please immediately notify us by replying to the message and deleting It from your computer. -The McGraw-Hlll Companies, Inc.
reserves the right, subject to applicable local law, to monitor and review the content of any electronic message or information sent
to or from McGraw-Hill employee e-mall addresses without lnfonming the sender or recipient of the message.

4
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McGill, James T(Z71171)

From: McGIll, James T(Z71111 )

Sent: Friday, January 29, 20104:16 PM

To: 'Bettinelllg Antonio'

Subject' RE: Visit

That week is now bad. Do you have availability on either the 24, 25 or 26th?

From: Bettinelli, Antonio [mailto:Antonio_Bettinelli@standardandpoors.com]
Sent: Friday, January 29,. 2010 12:13 PM
To: McGill, James T(Z71171)
Subject: RE: Visit

Monday at 9, 10, or Nam look to be the best options for us. Wed. at 1 pm may also be available but I can't
immediately verify it.

Who will attend?

From: James.MCgIII@pinnadewest.com [mailto:James.McgiII@pinnaclewest.com]
Sent: Friday, January 29, 2010 9:52 AM
To: Bettinelli, Antonio
Subject: Visit

Tony,
How does the week of 2/8 look for you? Probably don't need more than 1 hour.

Jim

Email Firewall made the following annotations

___ NOTICE ___

This message is for the designated recipient only and may contain confidential, privileged or proprietary
information. If you have received it in error, please notify the sender immediately and delete the original
and any copy or printout. Unintended recipients are prohibited from malting any other use of this e-mail.
Although we have taken reasonable precautioNs to censure no viruses are present in this e-mail, we accept
no liability for any loss or damage arising i'om the use of this e-mail or attachments, or for any delay or
errors or omissions in the contents which result from e-mail transmission.

The information contained in this message is Intended only for the recipient, and may be a confidential attorney-cllent
communication or may otherwise be privileged and corlfldentlal and protected from disclosure. If the reader of this message snot
the Intended recipient, or an employee or agent responsible for delivering this message to the Intended recipient, please be aware
that any dissemination or copying of this communication is strictly prohibited. If you have received this communication in en'or,
please immediately notify us by replying to the message and deleting it from your computer. The McGraw-HlI1 Companies, Inc.
reserves the right, subject to applicable local law, to monitor and review the content of any electronic message or Information sent
to or from McGraw-Hill employee e-mall addresses without Informing the sender or recipient of the message.
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McGill, James T(Z71171)

From: Bettinelli, Antonio [Antonio_BettineIIi@standardandpoors.oom]

Sent: Friday, January 29, 2010 4:19 PM

To: McGill, James T(Z71 171 )

Subject: RE: Visit

The mornings of Feb. 25th and 26th look open.

From: James.MCglll@plnnadewest.com [mallho-James.MCgIIl@plnnaclewest.com]
gem: Friday, January 29, 2010 3:16 PM
To: Bettlndll, Antonlo
Subject: RE: Wslt

That week is now bad. Do you have availability on either.the 24, 25 or 26th?

From: Bettlnelli, Antonio [mailto:Antonio-Bettinelli@standardandpoors.com]
Sent: Friday, January 29, 2010 12:13 PM
To: McGill, James T(Z71171)
Subject: RE: Visit

. »

Monday at 9, 10, or Nam look to be the best options for us. Wed .
immediately verify it.

at 1 pm may also be available but l can't

Who will attend?

From: James.MCgill@pinnaclewest.com [mailto:James.McgIIl@plnnaclewest.com]
Sent: Friday, January 29, 2010 9:52 AM
To: Betdnelli, Antornlo
Subject: Visit

Tony,
How does the week of 2/B look for you? Probably don't need more than 1 hour.

Jim

Email Firewall made the following annotations
--------_-------------------.|-...........-.--._-.--»-»--....-.|--_-----------__.--

--inNOTICE - -

This mes~ age i~ for the designated recipient only and may contaill confidential, privileged or proprietary
information. If you have received it in error, please notify the sender immediately and delete the original
and any copy or printout. Unintended recipients are prohibited from nm6n8 any other use of this e-mail.
Although we have taken reasonable precautions to ensure no viruses are present in this e-mail, we accept
no liability for any loss or dainnage arising Rom the use of this e-mail or attachments, or for any delay or
errors Or omis~'ons in the contents which result Bam e-mail transmission.
-nn--nn---nu-1---p--.--~»-».---------..-..........-..-..--..------_-------..--------_

The information contained in this message is intended only for the recipient, and may be a confidential attorney-dient
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communication or may otherwise be privileged and confidential and protected from disclosure. If the reader of this message is not
the intended recipient, or an employee or agent responsible for delivering this message to the Intended recipient, please be aware
that any dissemination or oopylng of this communication Is strictly prohibited. If you have received this communication in error,
please immediately notify us by replying to .the message and deleting It from your computer. The McGraw-Hill Companies, Inc.
reserves the right, subject to applicable local law, to monitor and review the content of any electronic message or information sent
to or from McGraw-Hlll employee e-mail addresses without informing the sender or recipient of the message. '

'.
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McGill, James T(Z71171 )

From: McGill, James T(Z71171 )

Sent: Friday, January 29, 2010 4:30 PM

To: 'Bettlnelli, Antonio'

Subject: RE: Visit

Let's plan on the26th. What time would you like to meet?

From: Bettinelli, Antonio [mailto:Antonio_BettineiII@standardandpoors.oom]
Sent: Friday, January 29, 2010 4:19 PM
To: McGill, James T(Z71171)
Subject: RE: Visit

The mornings of Feb. 25th and 26th look open.

From: James.Mcgill@pinnaclewest.oom [maIlto°James.Mcgill@pinnaciewest.com]
sent: Friday, January 29, 2010 3:16 PM
To: Besttinelli, Antonio
Subject: RE: visit

That week is now bad. Do you have availability on either the 24, 25 or 26th?

From: Bettinelli, Antonio [mailto:Antonio_Bettinelli@standardandpoors.com]
Sent: Friday, January 29, 2010 12:13 PM
To: McGill, James T(Z71171)
Subject: RE: Wsit

J

Monday at 9, 10, or Nam look to be the best options for us. Wed. at 1 pm may also be available but I can't
immediately verify it.

Who will attend?

From: James.MCgiII@pinnaclewest.com [mailto:James.McgIII@ plnnadewest.com]
Sent: Friday, January 29, 2010 9:52 AM
To: BetUneIIi, Antonio
Subject: Visit

Tony,
How does the week of 2/8 look for you? Probably don't need more than 1 hour.

Jim

Email Firewall made the following annotations
_-up---»-------..------.-----_---- --_ ---- -1I-----..-_--------------------

--- NOTICE --- .

This message is for the designated recipient only and may contain confidential, privileged or proprietary
information. If you have received it in error, please notify the sender immediately and delete the original
and any copy or printout. Unintended recipients are prohibited ii:orn making any other use of this e-mail.
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Although we have taken reasonable precautions tO ensure no viruses are present in this e-mail, we accept
no liability for any loss or damage arising iron the use of this e-mail or attachments, or for any delay or
errors or omissions in the contents which result from e-mail transmission.
..-_---»*-----»------¢----_..- -..m _.... -..------- -_--__--------____..-....-

.. »..

The information contained In this message Is Intended only for the recipient, and may be a confidential attorney-cllent
communication or may otherwise be privileged and confidential and protected from disclosure. If the reader of this message is not
die intended recipient, or an employee or agent responsible for delivering this message to the Intended recipient, please be aware
that any dissemination or oopylng of this communication is strictly prohibited. if you have received this oomrnunlcation In error,
please Immediately notify us by replying to the message and deleting Ir from your computer. The McGraw-Hlll Companies, Inc.
reserves the right, subject to applicable local law, to monitor and review the content of any electronic message or information sent
to or from McGraw-Hill employee e-mail addresses without informing the sender or recipient of the message.
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McGill, James T(Z71171 )

From:

Sent:

To:

Subject:

'Bettinelli, Antonio [Antonio_BettineI1i@standardandpoors.oom]

Friday, January 29, 2010 4:58 PM

McGill, James T(Z71171)

RE: Visit

ram looks best. We have a 2 hour commitment starting at Nam.

From: James.MCgiII@pinnag:lewest.com [mailto:James.MGgiII@plnnaclewest.com]
Sent: Friday, January 29, 2010 3:30 PM
To: Bettinelli, Antonio
subject: RE: Wsit

Let's plan on the 26th. What time would you like to meet?

From: Bettinelli, Antonio [mailto:Antonio_Bettinelli@standardandpoors.com]
Sent: Friday, January 29, 2010 4:19 PM
To: McGiII, James T(Z71171)
Subject: RE: Visit

The mornings of Feb. 25th and 26th look open.

From: James.MCgill@pinnaclewest.com [mailto:James.MCgiII@pinnaclewest.com]
Sent: Friday, January 29, 2010 3:16 PM
To: Bettinelli, Antaonlo
Subject: RE: Vsit

That week is now bad. Do you have availability on either the 24, 25 or 26th?

From: Bettinelli, Antonio [mailto:Antonlo_BettlneIli@standardandpoors.oom]
Sent: Friday, January 29, 2010 12:13 PM
To: McGill, James T(Z71171)
Subject: RE: Visit

Monday at 9, 10, or Nam look to be the best options for us. Wed. at 1 pm may also be available but l can't
immediately verify it.

Who will attend?

From: James.MCgill@pinnaclewest.com [mailto:James.MCgiII@pinnaclewest.com]
Sent: Friday, January 29, 2010 9:52 AM
To: Bettinelli, Antmonio
Subject:  visi t

Tony,
How does the week of 2/8 look for you? Probably don't need more than 1 hour.

Jim

2/22/2010 Page 76 of 509



Page 2 of 2

J

Email Firewall made the following annotations

--- NOTICE ___

This message is for the designated recipient only and may contain confidential, privileged or proprietary
information. If you have received it in error, please notify the sender immediately and delete the original
and any copy or printout. Unintended recipients are prohibited from making any other use of this e-mail.
Although we have taken reasonable precautions to ensure no viruses .are present in this email, we accept
no liability for any loss Or damage arising Hom the use of this e-mail or attachments, or for any delay or
errors or omissions in the contents which result from e-mail transmission.
-___-_---------------------------- _._.. -----.... ------ ~~»-------- --- ---

The Information contained In this message is intended only for the recipient, and may be a conNdentlal attorney-Client .
communication or may otherwise be privileged and confidential and protected from disclosure. If the reader of this message is not
the Intended recipient, or an employee Ar agent responsible for delivering this message to the Intended recipient, please be aware
that any dissemination or copying of this communication is strictly prohfblted. If you have received this communication in error,
please immediately notify us by replying to the message and deleting Lr from your computer. The McGraw-Hill Companies, Inc.
reserves the right, subject to applicable .local law, to monitor and review the content of any electronic message or information sent
to or from McGraw-Hill employee e-mail addresses without Informing Me sender orreclplent of the message. _

l
i
I
I 2/22/2010 Page 77 of 509
I



Page 1 of2

McGill, James T(Z71171 )

From:. McGill, James T(Z71171 )

.Sent: Friday, January 29, 2010 5:14 PM

To: 'Antonio_Bettinelll@standardandpoors.com'

Subject' Re: Visit

Great. Let's book it for nine.

From: Bettinelli, Antonio <Antonio_BettineIII@standardandpoors.coM>
To: McGill, James T(Z71171)
Sent: Frl Jan 29 16'58:26 2010 .
Subject: RE: Visit

ram looks best. We have a 2 hour commitment starting at Nam.

From: James.McgiII@ pinnadewest.oom [mailto:James.M('glll@ plnnaclewest.com]
Sent: Friday, January 29, 2010 3:30 PM
To: Bettinelli, Antonio
Subject: RE: Vlslt

Let's plan on the 26th, What time would you like to meet?

From: Be)ttinelli, Antonio [mailto:Antonio_Bettinelli@standardandpoors.com]
Sent: Friday, January 29, 2010 4:19 PM
To: McGIll, James T(Z71171)
Subject: RE: Wslt

The mornings of Feb. 25th and 26th look open.

From: James.McgiII@pinnadewest,oom [mailto'James.MCgill@pinnaclewest.com]
Sent: Friday, January 29, 2010 3:16 PM
To: Bettinelll, Antonio
Subject: RE: Visit

That week is now bad. Do you have availability on either the 24, 25 or 26th?

From: Belttinelli, Antonio [mailto:Antonio_Bettinelli@standardandpools.com]
Sent: Friday, January 29, 2010 12:13 PM
To: McGill, James T(Z71171)
Subject: RE: Visit

Monday at 9, 10, or Nam look to be the best options for us. Wed. at 1 pm may also be available but I can't
immediately verify it.

Who will attend?

From: James.MCgill@pinnaclewest.com [mailto:James.Mcgi!I@pinnaclewest.com]

2/22/2010 \
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Sent: Friday, January 29, 2010 9:52 AM
To: Béttinelli, Antonio
Subject: Visit

Tony,
How does the week of 2/8 look for you? Probably don't need more than 1 hour.

Jim

EMail Firewall made the following annotations
-..-_--------_--------- ------- ------- ---- -------------------- --_-.l--¢__

--- NOTICE ---
This message is for the designated recipient only and may contain conf1dential,privileged or proprietary
information. If you have received it in error, please notify the sender immediately and delete the original
and any copy or printout. Unintended recipients are prohibited from making any other use of this email.
Although we have taken reasonable precautions to ensure no viruses are present in this e-mail, we accept
no liability for any loss or damage arising Hom the use of this e-mail or attachments, or for any delay or
errors or omissions in the contents which result from e-mail transmission.
----------------_-_-..._..--------------_-------------------------------

The information oontalned in this message is intended only for the recipient, and may be a confidential attorney-client
Communication or may otherwise be privileged and confidential and protected from disclosure. If the reader of this message is not
the Intended recipient, or an employee or agent responsible for delivering this message ho the Intended recipient, please be. aware
that any dissemination or copying of this communication is strictly prohibited. If you have leoeived this communication in error,
please immediately notify us by replying to the message and deleting it from your computer. The McGraw-Hill Companies, Inc.
reserves the right, subject to applicable local law, to monitor and review the content of any electronic message or information sent
to or from McGraw-HIII employee e-mail addresses without informing the sender or recipient of the message.
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McGill, James T(Z71111 )

From:

Sent:

To:

Subject:

Bettinelii, Antonio [Antonio_BettineIIi@standardandpoors.oom]

Friday, January 29,.2010 5:18 PM

McGill, James T(Z71171)

RE: Visit

Who's coming?

From: James.MCgiII@pinnaclewest.<:om [mailto:James.MGgill@pinnaclewest.com]
Sent: Friday, January 29, 2010 4:14 PM
To: Bettinelli, Antonio
Subject: Re: Visit

Great. Let's book it for nine.

From: Bettinelli, Antonlo <Antonio_Bettinelli@standardandpoors.com>
To: M€Gi1I, James T(Z71171)
Sent: Fl"i.Jan 29 16:58:26 2010
Subject: RE: Visit

ram looks best. We have a 2 hour commitment starting at Nam.

From: James.McgiII@pinnaclewest.oom [mailto:James.MCgill@plnnaclewest.com]
Sent: Friday, January 29, 2010 3-30 PM
To: Bettinelli, Antonio
Subject: RE: Visit

Let's plan on the 26th. What time would you like to meet?

From: Bettinelli, Antonio [mailto:Antonio_Betlinelli@standardandpoors.com]
Sent: Friday, January 29, 2010 4:19 PM
To: McGill, James T(Z71171)
Subject: RE: Wsit

The mornings of Feb. 25th and 26th look open.

From: James.MCgill@pinnaclewestnom [mailno:James.MCgIII@plnnadewest.ccm]
Sent: Friday, January 29, 2010 3:16 PM
To: Bettinelll, Antonio
Subject: RE: visit

That week is now bad. Do you have availability on either the 24, 25 or 26th?

From: Béttinelll, Antonio [mallto:Antonlo_Bettinelli@standardandpoors.com]
Sent: Friday, January 29, 2010 12:13 PM
To: McGill, James T(z71171)
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Subject: RE: Visit

Monday at 9, 10, or Nam look to be the best options for us. Wed. at 1 pm may also be available but I can't
immediately verify it.

Who wilt attend?

From:James.MCgiII@pinnaclewest.com [mailto:James.MCgiII@pinnaclewest.com]
Sent: Friday, January 29, 2010 9:52 AM
To: Bettinelli, Antonio
Subject: VISit

Tony,
How does the week of 2/8 look for you? Probably don't need more. than 1 hour.

Jim

Email Firewall made the following annotations

-.- NOTICE ---

This message is for the designated recipient only and may contain confidential, privileged or proprietary
information..If you have received it in error, please notify the sender immediately and delete the original.
and any copy or printout. Unintendedrecipients are prohibited from making any other use of this e-mail.
Although we have taken reasonable precautions to ensure no viruses are present in this email, we accept
no liability for any loss or damage arising from the use of this e-mail or attaclnnents, or for any delay or
errors or omissions in thecontents which result from e-mM transmission.
-----»-----.. »~¢»....-....--.. ------- - -- ----------------------------------

The information contained in this message is intended only for the recipient, and may be a confidential attorney-cllent
communication or may otherwise be privileged and confidential and protected from disclosure. If the reader of this message Is not
the intended recipient, or an employee or agent responsible for delivering this message to the Intended recipient, please be aware
that any dissemination or copying of this communication is strictly prohibited. If you have reoelved this communication in error,
please immediately notify us by replying to the messy ~e and deleting it from your computer. The McGraw-Hill Companies, Inc.
reserves the right, subject to applicable local law, to monitor and review the content of any electronic message or information sent
to or from McGraw-Hill employee e-mail addresses without informing the sender or recipient of-the message.

J
I
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McGill, James T(Z71171)

From' McGill, James T(Z71171 )

Sent: Friday, January 29, 2010 5:22 PM

To: 'Antonio_Bettinelli@standardandpoors.com'

Subject' Re: Visit

Me, Hatfield, and possibly Rufad and Karen.

From: Bettinelll, Antonio <Antonlo__BettinelII@standardandpoors.com>
To: McGill, James T(Z71171)
Sent: Fri Jan 29 17:18:06 2010
Subject: RE: Vlslt

Who's coming?

From: James.mCgiII@plnnaclewest.com [mallto:James.MCgllI@plnnaclewest.com]
Sent: Friday, January 29, 2010 4:14 PM
To: Bettinelli, Antonio
Subject: Re: Visit

Great. Let's book it for nine.

From: Bettinelli, Antonio <Antonlo_Beltlnelll@standardandpoors.oom>
To: mcGill, James T(Z71171) .
Sent: Frl Jan 29 16:58:26 2010
Subject: RE: Visit

Sam looks best. We have a 2 hour commitment starting at Nam.

From: James.MCgill@pinnadewest.com [mailto:James.MCgiII@pinnadewest.com]
Sent: Friday, Janualy 29, 2010 3:30 PM
To: Bettinelii, Antonio
Subject: RE: resit

Let's plan on the 26th. What time would you like to meet?

From: Bettinelli, Antonio [mailto'Antonio__Bettinelli@standardandpoors.aom]
Sent: Friday, January 29, 2010 4:19 PM
To: McGill, James T(Z71171)
Subjects RE: visit

The mornings of Feb. 25th and 26th look open.

From: James.MCgill@plnnaclewest.com. [mailto:James.McgIIl@pinr\adewest.com]
Sent: Friday, January 29, 2010 3:16 PM
To: Bettlnelll, Antonio
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Subject: RE: Visit
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That week is now bad. Do you have availability on either the 24, 25 or 26th?

1
1

I
|

I

!
I
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|

:
i
I

From: Bettlnelll, Antonio [mailtuo:1Hmtonio_Bettinelli@standardandpools.aom]
sent: Frlday, January 29, 2010 12:13 PM
To: MCGIII, James T(Z71171)
Subject: RE: Visit

;

Monday at 9, 10, or 1 lam look to be the best options for us. Wed. at 1 pm may also be available but l can't
immediately verify it,

I

1a
Who will attend?

I

From: James.McgiII@plnnadewest.com [maIlto:James.Mc:glll@p!nnaclewest.com]
Sent: Friday, January 29, 2010 9:52 AM
To: Bettinelll, Antonio
Subject: Wsit

Tony, .
How does the week of 2/8 look for you? Probably don't need more than 1 hour.

Jim

Email Firewall made the following annotations

i
I
i
!

»-- NOTICE ---
This message is for the designated recipient only and may contain conhdentiad, privileged or proprietary
information. If you have received it in error, please notify the sender immediately and delete the original
and any copy or printout. Unintended recipients are prohibited from making any other use of this e-mail.
Although we have taken reasonable precautions to ensure no viruses are present in this e-mail, we accept
no liability for any loss or damage arising from the use oflthis e-mail or attachments, or for any delay or
errors or Omissions in the contents which result from e-mail transmission.
---_------------ --------------------___-qu'-~--q----»-u-nun-un-~»-~»-¢

l

The information contained In this message Is Intended only for the recipient, and may be a confidential attorney-cllent
communication or may otherwise be privileged and confidential and protected from disclosure. If the reader of this message is not
the intended recipient, or an employee or agent responsible for delivering this manage to the intended recipient, please be aware
that any dissemination or CODYlng of this communication is strictly prohlblted.If you have received this communication in error,
please immediately notify us by ieplylng to the message and deleting it from your computer. The McGraw-Hlll Companies, Inc.
reserves the right, subject to applicable local law, to monitor and review the content of any electronic message or information sent
to or from McGraw-Hill employee e-mall addresses without informing the sender or recipient or the message.

I
!i!
»
»
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McGill, James T(Z71171)

From:

Sent:

To:

Subject:

Bettinelli, Antonio [Antonio_BettineIli@standardandpoors.com]

Friday, January 29, 20105:23 PM

McGill, James T(Z71171 )

RE: Visit

Great! We'lI see you next month .

From: James.MCgiII@pinnaclewest.oom [maIlto:Jam8.MCglll@plnnadewest.com]
Sent: Friday, January 29, 2010 4:22 PM
To: Bettinelli, Antonio
Subject: Re: Visit

Me, Hatfield, and possibly Ruffed and Karen.

From: Bettineili, Antonio <Antonlo_Bettlnelli@standardandpoors.com>
TO: McGiII,James T(Z71171)
Sent: Fri Jan 29 17:18:06 2010
Subject: RE- Visit

Who's coming?

From: James.MCgi|I@plnnac ewest.com [mallto:James.McgiII@plnnaclewest.com]
Sent: Friday, January 29, 2010 4:14 PM
To: Bettinelli, Antonio
Subject: Re: Visit

Great. Let's book it for nine.

From: Bettindll, Antonio <Antonio_BatIneIII@standaldandpoors.com>
To: McGill, JaMes T(Z71171) .
Sent: Frl Jan 29 16:58:26 2010
Subject: RE: Visit

ram looks best. We have a 2 hour commitment starting at Nam.

From: James.MCgill@pinnaclewest.oom [mailto:James.MCgIII@plnnadewat.com]
Sent: Friday, January za, 2010 3:30 PM
To: Bettinelli, Antonio
Subject: RE: Vsit

Let's plan on the 26th. Whattime would you like to meet?

From: Bettinelll, Antonio [mailto:Antonio__BettineHi@standardandpoors.com]
Sent: Friday, January 29, 2010 4:19 PM
To: McGill, James T(Z71171)
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Subject: RE: Visit

The mornings of Feb. 25th and 26th look open.

From: James.MCgiII@pinnadewat.com [mailho:James.mcgiII@ pinnaclewest.com]
Sent: Friday, January.29, 2010 3:16 PM
To: Bettlnelll, Antonlo
Subject: RE: visit

That week is now bad. Do you have availability on either the 24, 25 or 26th?

From: Bettinelli, Antonio [mailto:Antonio_Bettinelli@standardandpoors.com]
Sent: Friday, January 29, 2010 l2:13 PM
To: MCGIII, James T(Z71171)
Subject: RE: Visit

Monday at 9, 10, or Nam look to be the best options for us. Wed. at 1 pm may also be available but I carl't
immediately verify it.

Who wt!! attend?

From: James.MCgHI@pinnaclewest.com [mailto:James.MCgiII@plnnade»west.oom]
Sent: Friday, Jan.uary 29, 2010 9:52 AM
To: Betlinelli, Antonio
Subject :  Vsi t

Tony,
How does the week of 2/8 look for you? Probably don't need more than 1 hour.

Jim

Email Firewall made the following annotations

---NOTICE ---

This message is for the designated recipient only and may contain confidential, privileged or proprietary
information. If you have received it in error, please notify the sender immediately and delete the original
and any copy or printout. Unintended recipients are prohibited iron making any other use of this email.
Although we have taken reasonable precautions to ensure no viruses are present in this e-mail, we accept
no liability for any loss or damage arising from the use of this email or attachments, or for any delay or
errors or omissions in the contents which result from e-mail transmission.

The Information contained in this message is intended only for the recipient, and may be a confidential attorney-client
communication or may otherwise be privileged and confidential and protected from disclosure. if the reader of this message is not
the Intended recipient, or an employee or agent responsible for delivering this message to the Intended recipient, please be aware
that any dissemination or copying of this communication Is strictly prohibited. If you have received this communication In error,
please Immediately notify us by replying to the message and deleting it from your computer. The McGraw-Hlll Companles, Inc.
reserves the right, subject to applicable local law, to monitor and review the content of any electronic message or Information sent
to or from McGraw-Hlll employee e-mall addresses without Informing the sender or recipient al' the message.

.. -|
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McGill, James T(Z71171 )

From' McGIII, James T(Z71171 )

Sent: Tuesday, February 02, 2010 10:26 AM

To: 'Bettinelli, Antonio'

Subject' RE: visit

Who will be there on your side?

From: Bettlnelll, Antonio [mallto:Antonlo_BetOnelli@standardandpoors.com]
Sent: Friday, January 29, 2010 5:23 PM
To: McGill, James T(Z71171)
Subject: RE: Visit

Great! We'll see you next month.

From: James.MCgiII@pinnaclewest.oom [mailto:James.Mcgill@pinnaclewest.com]
Sent: Friday, January 29, 2010 4:22 PM
To: Bettinelll, Antonio
Subject: Re: visit

Me, Hatfield, and possibly Ruffed and Karen.

From: Bettinelli, Antonio <Antonlo_Beu:IneIIi@standardandpoors.aom>
To: McGlll, James T(z71171).
Seat: Fri Jan 29 17:18:06 2010
Subject: RE: Visit

Who's coming?

From: James.MCgiII@plnnaclewest.oom [mailto:James.McgilI@plnnaclewest.com]
Sent: Friday, January 29, 2010 4:14 PM
To: Bettinelli, Antonio
Subject: Re: Visit

Great. Let's book it for nine.

From: Bettinelli, Annunio <Antonlo_BetuneIll@standardandpoors.oom>
To: McGill, James T(Z71171)
Sent: Fri Jan 29 16:58:26 2010
Subject: RE: Visit

ram rooks best. We have a 2 hour commitment starting at tlam.

From: James.Mcgill@pinnacewest.oom [maiIto:James.McgIIl@plnnacIenest.<:om]
Sent: Friday, January 29, 2010 3:30 PM
To: Bettinelli, Antonio
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Subject: RE: Visit

Let's plan on the 26th. What time would you like to meet?

From: Bettinelli, Antonio [mailto:Antonio_Bettinelll@standardandpoors.oom]
sent: Friday, January 29, 2010 4:19 PM
To: McGill, James T(Z71171)
Subject: RE: Visit

The mornings of Feb. 25th and 26th look open.

From: James.Mcgl||@plnnac ewest.com [mallto:James.Mcglll@pinnaclewest.com]
Sent: Friday, January 29, 2010 3:16 PM .
To: Bettlnelll, Antonio
Subject: RE: visit

That week is now bad. Do you have availability on either the 24, 25 or 26th?

From: Bettinelli, Antonio [maito:Antonlo_BettlnellI@standardandpoors.com]
Sent: Friday, January 29, 2010 12:13 PM
To: McGill, James T(Z71171)
Subject: RE: Wsit

Monday at 9, 10, or 1 1 am Iookto be the best options for us. Wed, at 1 pm may also be available but I can't
immediately verify it.

Who will attend?

From: James.MCgiII@pinhaclewest.oom [mailIJo:James.McgIII@ plnnadewest.com]
Sent: Friday, January 29, 20109:52 AM
To' Bettindli, Antonio
Subject: Visit

Tony,
How does the week of 2/8 look for you? Probably don't need more than 1 hour.

Jim

Email Firewall made the following annotations

_-_ NOTICE ---

This message is for the designated recipient only and may contain confidential, privileged or proprietary
information. If you have received it ire error, please notify the sender immediately and delete the original
and any copy or printout. Unintended recipients are prohibited from nnaldng any other use of this e-mail.
Although we have taken reasonable precautions to ensure no viruses are present in this e-mail, we accept
no liability for any loss or damage arising from the use of this e-mail or attachments, or for any delay or
errors or omissions in the contents which result &om e-mail transmission.
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The .information contained in this message is intended only for the recipient, and may be a confidential attorney-cllent
communication or may otherwise be privileged and confidential and protected from disclosure. If the reader of this message is not
the Intended recipient, or an employee or agent responsible for delivering this message to the Intended recipient, please be aware
that any dissemination or copying of this communication is strictly prohibited. If you have received this communication In error,
please immediately notify us by replying to the message and deleting it from your computer. The McGraw-Hlll Companies, Inc.
reserves the right, subject tO applicable local law, to monitor and review the content of any electronic message or information sent
to or from McGraw-Hill employee e-mail addresses without informing the sender or recipient of the message.

i
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McGill, James T(Z71171 )

From: Bettinelli, Antonio [Antonio_BettinelII@standardandpoors.com]

Sent: Tuesday, February 02, 2010 10:28 AM

To: McGill, James T(Z71171)

Subject: RE: Visit

Myself and Anne will be here, and Todd Shipman will call in from NY.

From: James.Mcgill@pinnaclewest.aom [mailto:James.MCgill@pinnaclewest.oom]
Sent: Tuesday, February 02, 2010 9:26 AM
To: Bettinelll, Antonio
Subject: RE: visit

Who wit! be there on your side?

From: Betiinelli, Antonio [mailto:Anuonlo_Be»ttlnellI@sandardandpoors.com]
Sent: Friday, January 29, 2010 5:23 PM
To: McGill, James T(Z71171)
Subject: RE: Visit

Great! We'll see you next month.

\ .
x,

From: James.MCgiII@pinnaclewest.com [maIlto:James.MCgiII@pinnaclewest.com]
Sent: Friday, January 29, 2010 4:22 PM
To: Bettinelli, Antonio
Subject: Re: Visit

Me, Hatfield, and possibly Ruffed and Karen.

From: Bettlnelll, Antonio <Antonio_Bettinelli@standardandpoors.oom>
To: McGill, James T(Z71171)
Sent: Frl Jan 29 17:18:06 2010
Subject: RE: Visit

Who's coming?

From: James.MCgiII@pinnaclewest.com [mailbo:James.Mcgill@pinnaclewest.0om]
Sent: Friday, Januany 29, 2010 4:14 PM
To: Bettinelli, Antonio
Subject: Re: Wsit

Great. Let's book it for nine.

From: Bettinelll, Anhonlo <Antonio_Bettinelli@standardandpoors.com>
To: McGill, James T(Z71171)
Sent: Fri Jan 29 16:58:26 2010
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Subject' RE: Visit

ram looks best. We have a 2 hour commitment starting at Nam.

From: James.McgiII@pinnaclewest.com [mallto:James.McgIll@plnnaclewest.com]
Sent: Friday, January 29, 2010 3:30 PM
To: Bettinelll, Antonio
Subject: RE: Vlslt

Let's plan on the 25th. What time would you like to meet?

From: Bettinelii, Antonio [mai to:Antonlo_Bettinel|I@standardandpoors.com]
Sent: Friday, January. 29, 2010 4:19 PM
To: McGill, James T(Z71171)
Subject: RE: Visit

The mornings of Feb. 25th and 26th look open.

From: James.MCgill@pinnaclewst.¢:om [mallho:Jams.McgIll@pinnaclemnest.com]
Sent: Friday, January 29, 2010 3:16 PM
To: Bettindll, Antonlo
Subjettz RE: Visit

That week is now bad. Do you have availability on either the 24, 25 or 26th?

From: Bettlnelli, Antsonio [mailto:Antonio_Bettinelli@standardandpoors.com]
Sent: Friday, January 29, 2010 12:13 PM
To: McGill, James T(Z71171)
Subject: RE: Wslt

M.of day at 9, 10, or Nam look to be the best options for us. Wed. at 1 pm may also be available but I can't
immediately verify it.

Who will attend?

From: Jams.McgiII@pinnacle~vest.oom [mailto:James.McgiII@ pinnadewest.¢:um]
Sent: Friday, January 29, 2010 9:52 AM
To: Bettlnelli, Antonio
Subject:  visi t

Tony, .
How does the week of 2/8 look for you? Probably don't need more than 1 hour.

Jim

Em ail Firewall made the following annotations

NOTICE
This message is for the designated recipient only and may contain confidential, privileged or proprietary
information. If you have received it in error, please notify the sender immediately and delete the original
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and any copy or printout. Unintended recipients are prohibited ham making any other use of this e-mail.
Although we have taken reasonable precautions to ensure no viruses are present in this e-mail, we accept
no liability for any loss Or damage arising from the use of this e-mail or attachments, or for any delay or
errors or omissions in the contents which result from e-mail transmission.

The information contained in this message is intended only for the recipient, and may be a confidential attorney-cllent '
communication or may otherwise be privileged and confidential and protected from disclosure. if the reader of this message is not
the intended recipient, or an employee or agent responsible for delivering this message to the Intended recipient, please be aware
that any dissemination or copying of this communication is strictly prohibited. If you have received this communication in error,
please Immediately notify us by replying to the message and deleting It from your computer. The McGraw-Hlll Companies. Inc.
reserves the right, subject to applicable local law, to monitor and review the content of any electronic message or Information sent
to or from McGraw=Hill employee e-mall addresses without informing the sender or recipient of the message.
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McGill, James T(Z71171)

From: McGill,James T(Z71171)

Sent: Tuesday, February 02, 2010 10:31 AM

To: 'BettineIIi, Antonio'

Subject' RE: visit

Thanks.

From: Be)tUnellI, Antonio [ma lto:Antonlo_Bettlne|Il@standardandpoors.com]
Sent: Tuesday, February 02, z010 10:28 AM
To: McGill, James T(Z71171)
Subject: RE: visit

Myself and Anne will be here, and Todd Shipman will call in from NY.

From: James.MOgiII@pinnaclewest.com [mailto:James.Mcgill@pinnadewest.com]
Sent: Tuesday, Februa|y 02, 2010 9'26 AM
To: Bettinelli, Antonio
Subject: RE: Visit

Who will be there on your side?

From: Bettlnelll, Antonio [mallto:Antonlo__BettlneIII@standardandpoor*s.oom]
Sent: Friday, January 29, 2010 5:23 PM
To: McGill, James T(Z71171)
Subject: RE: Visit

Great! We'Il see you next month.

From: James.MCgIII@plnnaclewest.com [mailto:James.McgilI@plnnaclewest.oom]
Sent: Frlday, January 29, 2010 4:22 PM
To:
Subject: Re: Visit

Bettinelli, Antonio

Me, Hatfield. and possibly Ruffed and Karen.

. . - ... . . . ......»

From: Bettinelll, Antonio <Antonio_Betonelll@standardandpoors.com>
To: McGill, James T(z71171)
Sent: Fri Jan 29 17:18:06 2010
Subject: RE: Visit

Who's coming?

From: James.McglII@plnnaclewest.com [mailto:James.McgiII@pinnaclewest.com]
Sent: Friday, January 29, 2010 4:14 PM ` '
To: Bettinelli, Antonio

I
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Subject: Re: Visit

Great. Let's book it for nine.

-

From: Bettinelll, Antonio <Antonio_BerttinelII@standardandpoors.com>
To: McGill, James T(Z71171)
Sent: Frl Jan 29 16:58:26 2010
Subject: RE: Visit .

ram looks best. We have a 2 hour commitment starting at Nam.

From: James.MCgill@plnnadew6t.<:om [maiIIJo:James.McgIII@plnnaclewest.oom]
Sent: Friday, JanUary 29, 2010 3:30 PM
To: Bettinelli, Antonio
Subject: RE: Visit

Let's plan on the 28th. What time would you like to meet?

From: Bettlnelli, Antonio [mailto:Antonio_BettinelII@standardandpoors.oom]
Sent: Friday, January 29, 2010 4:19 PM
To: McGill, James T(Z71171)
Subject: RE: Visit

s

The mornings of Feb. 25th and 26th look open.

From: James.M cgill@pinnaclewest.com [mailto:James.MCgilI@pinnaclewest.com]
Sent: Friday, January 29, 2010 3:16 PM
To: Bettinelli, Antonio
Subject: RE: Visit

That week is now bad. Do you have availability on either the 24, 25 or 26th?

From: Bettinelli, Antonio {mailto:Antonio_Bettlnelll@standardandpoors.com]
Sent: Friday, January 29, 2010 12:13 PM
To: McGill, James T(Z71171)
Subject: RE: Visit

Monday at 9, 10, or Nam look to be the best options for us. Wed. at 1 pm may also be available but I can't
immediately verify it.

Who will attend?

From: James.Mcgill@pinnaclewest.oom [mallto:James.MCgill@pinnaclewest.com]
Sent: Friday, January 29, 20.10 9:52 AM
To: Bettinelli, Antonio
Subject:  wait

Tony,
How does the week of 2/8 look for you? Probably don't need more than 1 hour.

Jim
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Email Firewall made the following annotations

NOTICE
This message is for the designated recipient only and may contain eonfidentiad, privileged or proprietary
information. If you have received it in error,p1ease notify the sender immediately and delete the original
and any copy or printout. Unintended recipients are prohibited Dior making any other use of this e-mail.
Although we have taken reasonable precautions to. ensure no viruses are present in this email, we accept
no liability for any loss or damage arising from the use of these-mail or attachments, or for any delay or
errors or omissions in the contents which result from email transmission.

The Information contained In this message Is Intended only for the recipient, and may be a confidential attorney-client
communication or may otherwise be privileged and confidential and protected from disclosure. If the reader of tllIs message is not
the intended recipient, or an employee or agent responsible for delivering this message to the Intended recipient, please be aware
that any dissemination or copying of this communication Is strictly prohibited. If you have received this communication in error,
please immediately notify us by replying to the message and deleting It from your computer. The McGraw-Hlll Companies, Inc.
reserves the right, subject to applicable local law, to monitor and review the content of any electronic message or information sent
to or from McGraw-Hill employee e-mail addresses without Informing the sender or recipient of the message.

I
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McGill, James Tlz11171)
From'
Sent:
To:
Subject:

McGill, James T(Z71171 )
Friday, February 05, 2010 1 1:34 AM
'Bettinelli, Antonio'
Call next week

Tony, . . .
Do you have to minutes next Tuesday between 9 - 11 or 2 - 3 (Phx time). Jim H. and I would like to get on the phone with
you to discuss the Palo Verde Unit 2 sale/Ieaseback.

Jim

1

Page 95 of 509



Page 1 of 1

McGIII, James T(Z71171)

From: Bettinelli, Antonio [Antonio_BettinelII@standardandpoors.oom]

Sent: Friday, February 05, 2010 12:20 PM

To: McGill, James T(Z71171 )

Subject' RE: Call next week

Tuesday at 1 pm pacific (rpm phi) is dear. Let me know.

From: James.McgiII@pinnaclewest.com [mailto:James.MCgill@pinnadewest.com]
Sent: Friday, February 05, 2010 10:34 AM
To: Bettinelli, Antonio
Subject:  Cal!  nM week

Tony,
Do you have 30 Minutes next Tuesday between 9 - 11 or 2 - 3 (Phx time). Jim H. and I would like to get on the
phone with you to discuss the Palo Verde Unit 2 sale/Ieaseback.

Jim

Email Firewall made the following annotations

___ NOTICE __-

This message is for the designated recipient only and may conn confidential, privileged or proprietary
infonnadon. If you have received it in error, please notify the sender immediately and delete the original
and any copy or printout. Unintended recipients are prohibited Hom making any other use of this e-mail.
Although we have taken reasonable precautions to ensure no viruses are present in this e-mail, we accept
no liability for any loss or damage arising from the use of this e-mailor attachments, or for any delay or
errors or omissions in the contents which result from e-mail transmission.

The information contained in this message is Intended only for the recipient, and may be a confidential attorney-client
oommunlcatlon or may otherwise be privileged and confidential and protected from disclosure. If the reader of this message Is not
Use Intended recipient, or an employee or agent responsible for delivering this message to the Intended recipient, please be aware
that any dissemination or copying of this communication is strictly prohibited. If you have received this communication in error,
please immediately notify us by replying to the message and deleting it from your computer. The McGraw-Hill Companies, Inc.
reserves the right, subject to applicable local law, to monitor and review the content of any electronic message or Information sent
to or l*rom McGraw-Hill employee e-mall addresses without lnfomlng the sender or recipient of the message.
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McGill, James T(Z71171)

From: McGill, James T(Z71171 )

Sent: Friday, February 05, 2010 1:46 PM

To:' 'Beuineui, Antonio'

Subject: RE: Call next week

it's on the calendar - thanks. Should we call you at your desk?

From: Bettlnelli, Antonio [mailto:Antonlo BettlneIII@standardaridpoors.com]
Sent:
To: McGill, James T(Z71171)
Subject: RE' Call next week

Friday, February 05, 2010 12:20 PFI

5

Tuesday at 1 pm pacific (rpm phi) is clear. Let me know.

From: James.Mcgill@pinnaclewest.com [mallto:James.MCgiII@pinnadewest.com]
Sent: Friday, February 05, 2010 10:34 AM
To: Bettinelll, Antonio
Subject: Call next week

Tony,
Do you have 30 minutes next Tuesday between 9 - 11 or 2 - a (Pix time). Jim H. and I would like to get on the
phone with you to discuss the Palo Verde Unlt 2 sale leaseback.

Jim

Email Firewall made the following annotations

--- NOTICE ---
This message is for the designated recipient only and may contain confidential, privileged or proprietary
information. If you have received it in error, please notify the sender immediately and delete the original
and any copy or printout. Unintended recipients are prohibited from making any other use of this e-mail.
Although we have taken reasonable precautions to' ensure no viruses are present in this e-mail, we accept
no liability for any loss or damage arising from the use of this e-mail or attachments, or for any delay or
errors or omissions in the contents which result from e-mail transmission.

....ln~
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The information contained In this message is Intended only for the recipient, and may be a confidential attorney-ctlent
oommunlcatlon or may otherwise be privileged and confidential and protected from disclosure. If the reader of this message is not
the Intended recipient, or an employee or agent responsible for delivering this message to the Intended recipient, please be aware
that any dissemination or copying of this oommunlcatlon Is strictly prohibited. if you have received this communication In error,
please immediately notify us by replying to the message and deleting it from your computer. The McGraw-HIII Companies, Inc.
reserves the right, subject to applicable local law, to monitor and review the content of any electronic message or information sent
to or from McGraw-Hill employee e-mall addresses without informing the sender or recipient of the message.
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McGill, James T(Z71171)

From: Bettinelli, Antonio [Antonia__Bettinel!I@ standardandpoors.com]

Sent: Friday, February 05, 2010 1:54 PM

To: McGill, James T(Z71171 )

Subject: RE: Call next week

Sure.

From: James.MCgiII@pinnaclewest.c:om [mailto:James.M cgiII@ plnnadewest.com]
Sent: Friday, February/ 05, 2010 12:46 PM
To: Bettinelli, Antonio
Subject: RE: Call next week

It's on the calendar - thanks. Should we call you at your desk?

From: Bettinelli, Antonio [mailto:Antonio_BettineIIi@standardandpoors.com]
Sent: Friday, February 05, 2010 12:20 PM
To: McGill, James T(Z71171)
Subject: RE: Call next week

Tuesday at 1 pm pacific (rpm phi) is clear. Let me know.

From: James.Mcgill@pinnaclewest.com [mailto:James.McgIII@plnnadewest.com]
Sent: Friday, February 05, 2010 10:34 AM
To: Betttinelli, Antonio
Subject: Call next week

Tony, .
Do you have 30 minutes next Tuesday between.9 - 11 or 2 - 3 (Phx time). Jim H. and I would like to get on the
phone with you to discuss the Palo Verde unit 2 sale/Ieaseback.

Jim

.|

Email Firewall made the following annotations

-..NOTICE --- _
This message is for the designated recipient only and may contain confidential, privileged or proprietary
rotation. If you have received it in error, please notify the sender immediately and delete the original
and any copy or printout. Unintended recipients are prohibited from malting any other use of this e-mail.
Although we have taken reasonable precautions to ensure no viruses are present 'm this email, we accept
no liability for any loss or damage arising from the use of this e-mail or attachments, or for any delay or
errors or omissions in the contents which result from e-mail transmission.
--....---- ......--..--------- - - ..--..---....----.-_---- --- --_ -_--------- ---

The information contained in this message Is Intended only for the recipient, and may be a oonfldentlal attorney-client
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oommunicatlon or may otherwise be privileged and confidential and protected from disclosure. if the reader bf this message is not
the intended recipient, or an employee or agent responsible for delivering this message to the inf:ended recipient, please be aware
thatlany dissemination or copying of this communication Is strictly prohibited. If you have received this communication In error,
please Immediately notify us by replying to the message and deleting it from your computer. The McGraw-Hlll Companies, Inc.
reserves the right, subject to applicable local law, to monitor and review the content of any electronic message or information sent
to or from McGraw-Hlll employee e-mall addresses without Informing the sender or recipient of the message.
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McGill, James T(Z71171)

From: Bettinelli, Antonio [Antonio_Bettinelli@standardandpoors.com]

Sent: Friday, February 05, 2010 2:55 PM

Subject: Reaching S&P after hours

An,

Recently a company was unable to contact me in our San Francisco office at 5:30 a.m. PST on an urgent matter. It might be
helpful to outline how to get in touch with S&P and what to do if you can't reach me.

I. After hours: Always try to reach the primary analyst first (e.g., me). Do not be shy. It's never too early or too late, if it is
important. Below you will find my work cell and home phone nunnubers .

2. Send an email as well, as I carry my work blackberry and check it regularly after hours and on weekends.

3. During regular business hours: If it is during office hours and I don't answer my work or cell phone, press 0 for the
receptionist. They can pull me out of meetings/calls. The receptionist also always knows where I am and when I am expected
back.

4. If attempts to reach me d<m't work, call Anne Selting's cell at (415)516-7938 in off hours, or (415)371-5009 during
business hours.

Work cell (415)264-8373
Home (925)465-4553

is

Tony

Tony Bettinalll
Associate
U.S. Utilities & Infrastructure
Standard 8. Poor's Corporate Rating~s
San Francisco, CA
(415)371-5067
tony_bettineIli@_sar\dp.com

Register now for Standard & Poor's 17th Annual Utility Conference on March CB, 2010 in New York. The
invitation can be accessed by clicking on www.events.stan_d_4m!!9JldD_Q9[§-Gomlutility

The information contained in this message is Intended only for the recipient, and may be a confidential attorney-client
communication or may othemlse be privileged and confidential and protected from disclosure. If the reader of this message is not
the intended recipient, or an employee or agent responsible for delivering this message to the Intended recipient, please be aware
that any dlsSemlruatlon or copying of this communication is strictly prohibited. If you have received this communication in error,
please immediately notify us by replying to the message and deleting at from your computer. The McGraw-Hill Companies, Inc.
reserves the right, subject to applicable local law, to monitor and review the content of any electronic message or information sent
to or from McGraw-Hlll employee e-mail addresses without Informing the sender or recipient of the message.
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McGill, James Tlz71111 )

From:
Sent'
To :
Subject:

McGill, James T(Z71171) .
Thursday, February 11, 2010 3:29 PM
Laura Schumacher (laura.schumacher@moodys.com)
Quick call

Hi.Laura,
Do you have a few minutes tomorrow for a quick call? Can do it next week if it works better for you. If tomorrow works, let
me know when you're available.

Jim

1
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McGill, James T(Z71171)

From' McGill, James T(Z'/1171) . .

Sent: Thursday, February 11, 2010 3:52 PM

To: 'Schumacher, Laura'

Subject: RE: Quick cal

How about 10 am your time?

From: Schumacher, Laura [mailto:Laura.schumacher@moodys.oom]
Sent: Thursday, February 11, 2010 3:37 PM
To: McGill,James T(Z71171)
Subject: RE: Quick call

4

Jim,

I am available tomorrow. Pretty open all day, other than 1-2 eastern time, but that is also flexible. What works for
you?

-----Original Message-----
From: James.MCgill@pinnaclewest.com [mailto:Ja~nes.MCgIII@pinnaclewest.com] .
Sent: Thursday, February 11, 2010 5:29 PM .
To: Schumacher, Laura
Subject: Quick call

Hi Laura,
Do you have a few minutes tomorrow for a quick call? Can do it next week if it works better for you. If
tomorrow works, let me know when you're available.

Jim

Email Firewall made the following annotations

--- NOTICE we-_

This message is for the designated recipient only and may contain confidential, privileged or
proprietary information. If you have received it in error, please notify the sender immediately and
delete the original and any copy or printout. Unintended recipients are prohibited ham making
any other use of this e-mail. Although we have taken reasonable precautions to ensure no viruses
are present ih this e-mail, we accept no liability for any loss or damage arising from the use of this
e-mail or attachments, or for any delay or errors or omissions 'm the contents which result from e-
mail transmission.

_ _ _--_-. . . . . . - - . . - - - - -_ -__- . . - - - - - - - - - - - - - -~~. -»»¢--

The information contained in this e-mail message, and any attachment thereto, is confidential and
may not be disclosed without our express permission. If you are not the intended recipie~ t or an
employee or agent responsible for delivering this message to the intended recipient, you are
hereby notified that you have received thy message in error and that any review, dissemination,
distribution or copying of this message, or any attachment thereto, in whole or in part, is strictly
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prohibited. If you have received this message in error, please immediately notify us by telephone,
fax or e-mail and delete the message. and all of its attachments. Thank you. Every effort is made to
keep our network free from viruses. You should, however, review this e-mail massage, as well as
any attachment thereto, for viruses. We take no responsibility and have no liability for any
computer virus which may be transferred via this e-mail message.

l
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M¢Gi1l, James T(Z71111)

From: McGill, James T(Z71171 )

Sent: Thursday, February 11, 2010 3:54 PM

To: 'Schumacher, Laura'

Subject: RE: Quick call

Great - we'll call your office (Ruffed and I)

From: Schumacher, Laura [mailto:Laura.Schumacher@moodys.com]
Sent: Thursday, February 11, 2010 3:53 PM
To: McGill, James T(Z71171)
Subject: RE: Quick call

Sounds good.

-----Original Message-----
From: James.McgiII@plnnaclewest.Com [mallto:James.McglII@plnnadewest.oom]
Sent: Thursday, Februaly 11, 2010 5:52 PM
To: Schumacher, Laura .
Subject: RE: Quick call

4

How about 10 am your time?

From: Schumacher, LaUra [mailto:Laura.Schumacher@moodys.com]
Sent: Thursday, February 11, 2010 3:37 PM
To: McGill, James T(Z71171)
Subject: RE: Quick call

Jim,

I am available tomorrow. Pretty open all day, other than 1-2 eastern time, but that is also flexible. What
works for you?

-----Original Message-----
From: James.MCglll@pInnaclew8t.com [mallto:James.MCglll@plnnadewest.com]
sent: Thursday, February 11, 2010 5:29 PM
To: Schumacher, Laura .
Subject: Quick call

Hi Laura, .
Do you have a few minutes tomorrow for a quick call? Can do It next week if it works better for you.
If tomorrow .works, let me know when you're available.

Jim

Email Firewall made the following annotations

--- NOTICE ---

This message is for the designated recipient only and may coNtain con&dential, privileged
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or proprietary information. If you have received it in error, please notify the sender
immediately and delve the original and any copy or printout. Unintended recipients are
prohibited from malting any other use of this e-mail. Although we have taken reasonable
precautions to ensure no viruses are present 'm this e-mail, we accept no liability for any loss
or damage arising from the use of this e-mail or attachments, or for any delay or errors or
omissions in the contents which result from e-mail transmission.

The information contained in this e-mail message, and any attachment thereto, is
coniidential and may not be disclosed without our express permission. If you are not the
intended recipient or an employee or agent responsible for delivering this message to the
intended recipient, you are hereby notified that you have received this message in error and
that any review, dissemination, distribution or copying of this message, or any attachment
thereto, in whole or in part, is strictly prohibited. If you have received this message in error,
please immediately notify us by telephone, fax or e-mail and delete the message and all of its
attachments. Thank you. Every effort is made to keep our network free from viruses. You
should, however, review this e-mail messages well as any attachment thereto, for viruses.
We take no responsibility and have no liability for any computer virus which may be
transferred via this e-mail message.

The information contained in this e-mail message, and any attachment thereto, is confidential and
may not be disclosed without our express permission. If you are not the intended recipient or an
employee or agent responsible for delivering this message to the intended recipient, you are
hereby notified that you have received this message in error and that any review, dissemination,
distribution or copying of this message, or any attachment thereto, in whole or in part, is strictly

prohibited. If you have received this message in error, please immediately notify uS by telephone,
fax or e-mail and delete the message and all of itsattachinents. Thank yon.~ Every effort is made to
keep our network free from viruses. You should, however, review this email hf message, as well as
any attachment thereto, for viruses. We take no responsibility and have no liability for any
computer virus which may be transferred via this e-mail message.
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McGill, James TIZ71171)

From:
Sent:
To:
Subject:

McGill, James T(Z71171)
Friday, February 12, 2010 1:03.PM
'Schumacher. Laura'
APS 2010 Credit Agreement

Attachments : ApS%202010%20Credit%20Agreement%20%28Execution%20Verslon%29[1].pdf

APS%202010%20C
edit%20Agreemen..

1
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M¢Gi1l, James T(z71171?

From:
Sent:
To:
Subject:

McGill, James T(Z71171 )
Friday, February 12, 2010 1 :04 PM
'Schumacher, Laura'
PNW 2010 Credit Agreement

Attachments: p nnacle%20west%202010%20Credit%20Agreement%20%28Executlon%20Version%29%
20%282%29[1].pdf

Plnnade%20west
6202010%20Credi..

1
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McGill, James T(Z71171)

From: Schumacher, Laura [Laura.Schumacher@moodys.com]

Sent' Thursday, February 18,2010 9:41 AM

To: McGiII,.James T(Z71171)

Subject' Pinnacle CP program

Jim,

Is Pinnacle's CP program still sized at $250 million, or did you reduce it when you reduced the credit facility to
$200 million?

Thanks,
Laura

Laura J.K. Schumacher'

Vice Presldent/ Senlor Analyst
Global Infrastructure Finance
power / utilities - Americas
212.553.3853 tel
212.298 5316 fax
laura.5chLrrrlacher@moodvs.con8

Moody's Investors Sewlce

7 World Trade Center
250 Greenwich Street
New York, NY 10007

www.moodys.com

The information contained in this email message, and any attachment thereto, is confidential and
may not be disclosed without our express permission. H you are not the intended recipient or an
employee or agent responsible for delivering this message to the intended recipient, you are
hereby notified that you have received this message in error and that any review, dissemination,
distribution or copying of this message, or any attachment thereto, in whole or in part, is strictly
prohibited. If you have received this message in error, please immediately notify Us by telephone,
fax or e-mail and delete the message and all of its attachments. Thank you. Every effort is made to .
keep our network free from viruses. You should, however, review this e-mail message, as well as
any attachment thereto, for viruses. We take no responsibility and have no liability for any
computer virus which may be transferred via this e-mail message

H
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1

|

I
McGill, James T(Z71171)

From: MaGill, James T(Z71171 )

Sent: Thursday, February 18, 2010 9:44 AM

To: 'Schumacher, Laura'

Subject- RE: Pinnacle CP program

We reduced if to $20om

From: Sdlumacher, Laura [mallto:\.aura.Schumacher@moodys.com]
Sent: Thursday, February 18, 2010 9:41 AM
TO: McGiII,.James T(Z71171)
Subject: Pinnacle CP program

Jim,

is Pinnacle's CP program still sized at $250 million, or did you reduce it when you reduced the credit facility to
$200 million?

'I'hanks,

Laura

Laura J.K. Schumacher

vice President/ Senior Analyst
Global Infrastructure Finance
Power / Utilities - Amerlcas
212.553.3853 tel
212.298 6316 fax
Iaura.schumacher@moodys.com,

Moody's Investors Service

7 World Trade Center
250 Greenwich Street
New York, NY 10007

www.moodys.com

The information contained in this e-mail message, and any attachment thereto, is confidential and
may not be disclosed without our express permission. If you are not the intended recipient or an
employee or agent responsible for delivering this message to the intended recipient, you are
hereby notified that you have received this message in error and that any review, dissemination,
distribution or copying of this message, or any attachment thereto, in whole or in part, is strictly
prohibited. Hyou have received this message in error, please immediately notify us by telephone,
fax or e-mail and delete the message and all of its attachments. Thank you. Every effort is made to
keep our network free from viruses. You should, however, review this e-mail message, as well as
any attachment thereto, for viruses. We take no responsibility and have no liability for any
computer virus which may be transferred via this email message.
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McGill, James T(Z71171)

From' Schumacher, Laura [Laura.Schumacher@moodys.com]

Sent: Thursday, February 18, 2010 9:53 AM

To: MCGIII, James T(Z71171)

Subject: RE: Pinnacle CP program

Thanks.

Do you have a document you could send me that shows the lower amount?

-----Original Message----- .
From: James.McgiII@pinnaclewest.com [mailto:James.MCglll@pinnaclewest.oom]
Sent: Thursday, February 18, 2010 11:44 AM '
To: Schumacher, Laura
Subject: RE: Pinnacle CP program

We reduced it to $200M

.1

From: Schumacher, Laura [mailto:Laura.schumacher@moodys.oom]
Sent: Thursday, February 18, 2010 9:41 AM
To: McGill, James T(Z71171)
Subject: Pinnacle CP program

Jim,

Is Pinnacle's CP program still sized at $250 million, or did you reduce it when you reduced the credit facility
to $200 million?

Thanks,
Laura

Laura J.K. Schumacher

Vice president / Senior Analyst
Global Infrastructure Finance
Power/ Utilities - Americas
212.553.3853 tel
212.298 6316 fax
Iaura.schumacher@moodys.com

Moody's Investors Service

7 World Trade Center
250 Greenwich Street
New York, NY 10007

www.mo9_dys._com

The information contained in this e-mail message, and any attachment thereto, is
confidential and may. not be disclosed without our express permission. If you are not the
intended recipient or an employee or agent responsible for delivering this message to the
in tended recipient, you are hereby notified that you have received this message in error and
that any review, dissemination, distribution or copying of this message, or any attachment
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thereto, in whole or in part, is Strictly prohibited. If you have received this message in error,
please immediately notify us by telephone, fax or email and delete the message and anon its
attachments. Thank you. Every effort is made to keep our network free from viruses. You
should, however, review this e-mail message, as well as any attachment thereto, for viruses;
We take no responsibility and have no liability for any computer virus which may be
transferred via this e-mail message.

Email Firewall made the following annotations
....--....--.._-- ----------------------------_-_|.

--~ NOTICE ---
This message is for the designated recipient only and may contain confidential, privileged or
proprietary information. If you have received it in error, please notify .the sender immediately and
delete the original and any copy or printout. Unintended recipients are prohibited from making
any other use of this e-mail. Although we have taken reasonable precautions to ensure no viruses
are present in this e-mail, we accept no liability for any loss or damage arising iironn the use of this
e-mail or attachments, or for any delay or errors or omissions in the contents which result from e-
mail transmission.
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Message Page 1 of 2
r

McGill, James T(Z71171 )

From: McGill, James T(Z71171) .

Sent: Thursday, February 18, 2010 10:27 AM

To: 'Schumacher, Laura'

Subject: RE: Pinnacle.Cp program

Here you go.

From: Schumacher, Laura [mai!to:Laura.Schumacher@moodys.com]
Sent: Thursday, February 18, 2010 9:53 AM
To: McGill, James T(Z71171)
Subject: RE: Pinnacle CP program

Thanks .

Do you have a document you could .send me that shows the lower amount?

-----Original Message-----
From: James.MCgill@pinnadewest.c:om [mailto:James.Mcgill@plnnaclewest.com]
Sent: Thursday, February 18, 2010 11:44 AM
To: Schumacher, Laura
Subject: RE: Pinnacle CP program

We reduced it to $200M

From: Schumacher, Laura [mailto:Laura.Schumacher@moodys.com]
Sent: Thursday, February 18, 2010 9:41 AM
To: mcGill, James T(Z71171)
Subject: Pinnacle CP program

Jim,

is Pinrlacle's CP program still sized at $250 million, or did you reduce it when you reduced the credit facility
to $200 million?

Thanks,
Laura

Laura J.K. Schumacher

vice President / Senior Analyst
Global Infrastructure Finance
Power/ Utilities - Americas
212.553.3853 tel
21;.298 6316 fax
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laura.schumach¢r@rnoQdys.com

Moody's Investors Service

7 World Trade Center
250 Greenwich Street
New York, NY 10007

www.moodvs.com

The information contained in this e-mail message, and any attachment thereto, is
confidential and may not be disclosed without our express permission. If you are not the
intended recipient or an employee or agent responsible for delivering this message to the
intended recipient, you are hereby notified that you have received this message in error and
that any review, dissemination, distribution. or copying of this me~ ~sage, or any attachment
thereto, in whole or in part, is strictly prohibited If you have received this message in error,
please immediately notify us by telephone, fax or e-mail and delete the message and all of its
attachments. Thank you. Every effort is made to keep our network free from viruses. You .
should, however, review this e-mail message, as well as any attachment thereto, for viruses.
We take no responsibility and have no liability for any computer virus which may be
transferred via this e-mail message.

Email Firewall made the following annotations
.. ___._ -__..-....--------....-.._--__-------------------------- -_I.-l.~»__¢.»-..

NOTICE
This message is for the designated recipient only and may contain confidential, privileged or
proprietary information. If you have received it in error, please notify the sender immediately and
delete the original and any copy or printout. Unintended recipients are prohibited Igor making
any other use of this e-mail. Although we have taken reasonable precautions to ensure no viruses
are present in this e-mail, we accept no liability for any loss or damage arising &om the use of this
e-mail or attachments, or for any delay or errors or omissions in the contents which result Hom e-
mail transmission.
_-----....-..----..-........_....-----..----------- ----------------.. »..»-¢-..-..
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McGil1, James Tlz71171)

From:
Sent:
To'
Subject:

McGill. James T(Z71 171 )
Thursday, February 18, 2010 10:29 AM
'Schumacher, Laura'
PNW CP Docs

Attachments: Pinnacle West BAML PPM 1.10 Clean.pdf; PNW Final 1-10.DOC, pinnacle West Capital
Corporation 0110 4(2).DOC; Pw-Goldman Private Placement Memo CP Notes 10724418 5
_5_.pdf

r
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'Ihné\cIe West BAML PNW Final Pinnacle west Pw-Goldman
PPM 1.10 CI... 1-10.DOC U4 KB) capital Corporat... private Placement m.

9
l'm not su. re the other e-mail  worked.

I

1
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MA Merrill Lynch
Private Placement Memorandum January 2010

PINNACLE WEST CAPITAL CORPORAT10N

$200,000,000
Private Placement of

Commercial Paper Notes

THE NOTES HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED (mg "ACIT")5 OR ANY
omER APPLICABLE SECURITIES LAW, AND OFFERS AND SALES n1BRBo1= MAY BE MADE ONLY IN CQMZPLIANCE.
WITH AN APPLICABLE EJCEMPHON FROM TTIE REGISTRATION REQUIREMENTS OF THE ACT AND ANY APPLICABLE
STATE SECURITIES LAWS. BY ITS ACCEPTANCE OF A NOTE, THE PURCHASER WILL BE DEEMED TOREPRESENT
THAT re HAS BEEN AFFORDED AN OPPORTUNITY TO INVESTIGATE MATTERS RELATING To THE ISSUER AND THE
NOTES, THAT IT Is NOT ACQUIRING SUCH NOTE WITH A vIEw TO ANY DISTRIBUTION TTIEREOP AND THAT re Is
EITTIER (A) AN INSTITUTIONAL INVESTOR OR SOPHISTICATED INDMDUAL INVESTOR THAT IS AN ACCREDITED
INVESTOR WITHIN THE MEANING OF RULE 501(a) UNDER mE ACT AND WHICH, IN THE CASE OF AN InD1vl1>UAL, (i)
POSSESSES SUCH KNOWLEDGE ANDEXPERIENCE IN FINANCIAL AND BUSINESS MATTERS THAT HB OR SHE Is
CAPABLE OF EVALUATING AND BEARING THE ECONOMIC RISK OF AN 1NVESTMENT IN THE NOTES AND (ii) HAS A
NET W ORTH OF AT LEAST $5 MILLION (AN "INSTITUTIONAL ACCREDITED IIW ESTOR" OR "SOPI-IISTICATED
INDWIDUAL ACCREDITED InvEsToR", RESPECTIVELY) AND THAT EITHER Is PURCHASING NOTES FOR ITS own
ACCOUNT, Is A U.S. BANK (AS DEFINED IN SECTION 3(8)(2) OF THE ACT) OR A SAVINGS AND LOAN ASSOCIATION OR
OTHER INSTITUTION (AS DEFINED IN SECTION 3(8)(5XA) OF THE ACT) ACTING IN Irs INDIVIDUAL OR FIDUCIARY
CAPACITY oR Is A FIDUCIARY OR AGENT (OTHER TI-IAN A U.S. BANK OR SAVINGS AND LOAN AssocIATTon)
PURCHASING NOTES FOR ONE oR MORE AccoUnTs EACH OF WHICH is SUCH AN INSTrTUTTONAL ACCREDITED
INVESTOR OR SOPHISTICATED INDIVIDUAL ACCREDTTED IIW BSTOR (i) W HICH ITSELF POSSESSES SUCH
KNOWLEDGE AND EXPERIENCE OR (ii) WITH RESPECT TO WHICH SUCH PURCHASER HAS SOLE INVESIIIIENT
DISCRETION; OR (B) A QUALIFIED INSHTUTIQNAL BUYER ("QlB") WITHIN THE MEANING OF RULE 144A UNDER THE
ACT WHICH IS ACQUIRING NOTES FOR ITS OWN ACCOUNT OR FOR ONE OR MORE ACCOUNTS, EACH OF WHICH is A
QIB AND WITH RESPECT To EACH OF WHICH THE PURCHASER HAS SOLE N~WESIME.NT DISCRETION; AND mE
PURCHASER ACKNOWLEDGES THAT IT Is AWARE THAT H118 SELLER MAY RELY UPON THB EXEMPNON FROM THE
REGISTRATION PROVISIONS OF SECTION 5 OF mE ACT pRovID1m BY RULE 144A. BY ITS ACCEPTANCE OF A NOTE,
THE PURCHASER THEREOF SHALL ALSO BE DEEMED TO AGREE THAT ANY RESALE OR omen TRANSFER THEREOF
WILL BE MADE ONLY (A) IN A 1RANSACTION BJCEMPT FROM REGISTRATION UNDER THB ACT, EITHER (1) TO ma
ISSUER OR TO BANC OF AMERICA sBcLmmEs LLC OR ANOTHER PERSON DESIGNATED BY THE ISSUER AS A
PLACEMENT AGENT FOR THE NOTES (COLLECTWELY, me "PLACEMENT AGEnts"), NONE OF WHICH SHALL HAVE
ANY OBLIGATTON To ACQUIRE SUCH NOTE, (2) THROUGH A PLACEMENT AGENT TO AN INSTITUTIONAL
ACCREDITED INVESTOR OR SOPHISTICATED INDIVIDUAL ACCILBDITED INVESTOR OR A Qu; BY A PLACEMENT
AGENT, OR (3) TO A Qm IN A TRANSACTION THAT MEETS THE REQUIREMENTS OF RULE 144A AND (B) IN MINIMUM
AMOUNTS OF $250,000.

By it puxwhaee of aNode, the plmrcimnser father xepnruentn Md agree; lint (i) it ha knawldge Md experience (or is a H4u=i=Iv or agent with :of investment dinczaicm having

has had access to such i nn Mn u the purchaser cleems nocuury in alder No make m informed investment IMmugh I Plnnemamt Agent may rqlurdzase Notes,
the P1ecemnel\t AgenIis nut nhligand m do lo,an1laeeaniingly,thnpuwhuernllwuldbe pxepuedtohold |\u:hNo1n 1mrdlmAh:li\y; (iv) ithnshadtlle uppuutlmilyloaskquestiens
at] Md receive answers from Pimple West (hpiill Cmpmilinn; (v) it acknnmdadges that the Placement Agent has nut veliEnd any lrfthe infummninu contained or xdexred m in

this Privlhe Plawemeni Memonndunmarud mskeanuremrelenminnofmy kind Ann the mommy or nompleluaessofsuclx i1ufnmna\iol;; Md (vi) it uudumnda thneauI\nobe will
bear a Iegand snbslimially is set fund in upid letters nhwe. .

llliillmnllvlwllgblllllulpuliuuluu)inilludlllldllllilelllltllll\lli.t(cIlldliiIl1illynflgllllBileqlillodle\nIIIIlillllhlllnlllllnddlklufhwllingilllleN0l8li(I
ll¢éllll:(liI`)

The hgfamualian so forth herein was nbmhaed jhnuu sources, which we believe reliable, but we dm nor gunnamea Ir.: aacueuqn Neilhsr the bqizrnunrim norWqplinlon
arpwssed cansilrulrs a solicitnflan by uh qflhe pllmllnxe or sale ofavy inslmmanls. The iryirrnwalion canlainsd herein will ml Iyplicraliy be disiributeui or updalsdupao each
new .role 0;cuuiumsrz-ral *ewer sales, although hr izqjimnalian mar be up'da!ed/nalnn lime m lime. Mlrlher, the lly'vrlulvzfian herein is not Brenden' n. .mlnstiiulion _/Br the
inwslor 's own inqvity into theMQWNWWMN oflhl il'l141r AHM bxvexlursan encounargad to mays .each Inquiry.
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ISSUER

Pinnacle West Capital Corporation ("Pillrlacle West" or the "Issuer") is a Phoenix-based company incorporated
in 1985 under the laws of the State of Arizona. Pinnacle West owns all of the outstanding equity securities of
Arizona Public Service Company ("APS"), its Itlaior subsidiary. APS is a vertically-integrated electric utility
that provides retail and wholesale electric service to most of the state of Arizona, with the major exceptions of
about one-half of the Phoenix metropolitan area, the Tucson metropolitan area and Mohave CoUnty in
northwestern Arizona. See "Available Information" below for additional information about Pinnacle West, APS
and Pinnacle West's other 'first-tier subsidiaries: SucCor Development Company, APS Energy Services
Company, Inc. and El Dorado Investment Company.

Pinnacle West's executive offices are headquartered at 400 North Fiiih Street, Phoenix, AZ 85004 and its
Telephone number is (602)250- 1000. .

PROGRAM SIZE

Maximum amount outstanding at any one time of $200 million.

TERMS OF COMM ERCIAL PAPER NOTES

Issuer: Pinnacle West Capital Corporation

Incorporation:

Securities:

Arizona

Unsecured NOtes ranking part pass with Pinnacle West's other unsubordinated and
unsecured indebtedness.

Exemption : The Notes are exempt from registration under the Securities Act of 1933 pursuant to Section
4(2).

Offering Price: Par less a discount representing an inntewest factor or, if interest bearing, at par.

Denominations: Minimum of $250,000.

Maturities : Up to 365 days from date of issue.

Redemption: The Notes will not be redeemed prior to maturity or be subject to voluntary prepayment.

Form : Each Note will be evidenced by a master Note (the "Book-Entry Note") registered in the
nate of the nominee of the Depository Trust Company ("DTC"). The Book-Entry Note wit]
.bear a legend substantially 'm the form of the legend. set fortlx above in capital letters. The
Book-Entry Note MU be deposited with the Issuing and Paying Agent as subcustodian for
DTC or its successor.

Place 11 end
Agent:

Banc of America Securities LLC

Settlement: The face amount of each Note and, if applicable, interest installments on each Note will be
paid when due 'm immediately available funds. Payment will be made to DTC. The Issuer
has been advised by DTC that upon receipt of such payment, DTC will credit, on its book-
entry registration and transfer system, the accounts Of the DTC participants through whom
Notes are directly or indirectly owned. Payments by DTC to its participants and by such
participants to owners of the Notes or their representatives will be governed by cuswnnaw
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practices and standing instructions and will be the sole responsibility of DTC, such DTC
participants or such arepmesemmativcs, respectively.

Isa r in &
Paying Ageutk

JPMorgan Chase Bank, National Association.

RATINGS INFORMATION

Ratings are not a recommendation to purchase, hold or sell Notes, inasmuch as the ratings do not comment as to
market price or suitability for a particular investor. The ratings are based on current information furnished to the
rating agencies by the Issuer and information obtained by the rating agencies from other sources. The ratings
are only accurate as of the date obtained and may be changed, superseded or withdrawn as a result of change in,
or unavailability 011 such information, and therefore, a prospective purchaser should check the current ratings
before purchasing Notes.

AVAILABLE INFORMATION

Pinnacle West files annual, quarterly, and current reports, and other information with the Securities and
Exchange Commission ( "SEC"). Its SEC Filings are available to the public over the Internet at the SEC's web
site: http://www.sec.gov. Investors may also read and copy any materials Pinnacle West files with the SEC at
the SEC's public reference room, at 100 F Street, N.E., Washington, D.C. 20549. Investors may obtain
information on the operation of the public reference room by calling the SBC at I-800-SEC-0330. Reports and
other information concerning Pinnacle West can also be inspected and copied at the offices of the New York
Stock Exchange at 20 Broad Street, New York,New York 10005. Pinnacle West's 'filings with the SEC are also
available on its own web site at httpal/www.pinnaclewest.com. -The other information on its web site is not part
of this memorandum.

Pinnacle West will provide without charge to each purchaser of the Notes, upon oral or written request, a copy
of any and all documents tiled with the SEC that are publicly available, other than the exhibits to such
documents. In addition, Pinnacle West is offering an opportunity to each prospective purchaser, prior to
purchasing any Notes, to ask questions of; and receive answers 6°om, Pinnacle West and to obtain relevant
information to the extent Pinnacle West possesses the same Or can acquire it without unreasonable effort Or
expense. Any such requests and other questions about Pinnacle West should be directed to: Pinnacle West
Capital Corporation, 400 Nol'th Fifth Silent, Phoenix, Az s5004 and itS telephone number is (602)250-1000,
Attention: Investor Relations. Any further questions and/or requests should be bent to Banc of America
Securities LLC, Global Investor Marketing, One Bryant Park, 3rd Floor, Mail Code: NY1-100-03-01, New
York, NY 10036, Telephone: (646)855-3019, Facsimile: (646)855-0107.

Purchases will be requlned to nuainrtain the comnlidentinlity of any such infomnaction that is not public.

Pinnacle West hereby incorporates by reference its most recent Annual Report on Form 10-K and any quarterly
reports on Form 10-Q and Current Reports on Font 8-K Bled since the end of the Escal year covered by that
Font l0-K report, excluding information deemed furnished and not Bled. All documents filed by Pinnacle West
pursuant to Sections l3(a), l3(c), 14 or 15(d) of the Securities Exchange Act of 1934, as amended, subsequent
to the date of this memorandum and prior to the termination of this offering shall be deemed to be incorporated
by reference herein, except for information deemed furnished and not filed. Information that is contained in
subsequently filed documents will automatically update and, where applicable, supersede information in
previously filed documents.

The information contained in this memorandum has been Obtained lion sources which the Placement Agent
believes to be reliable; however, the Placement Agent makes no reqsresenrtattion as to either the completeness or
accuracy of this information.
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In making an investment decision, investors must rely on their own examination of Pinnacle West and the terns
of this offering, including the merits and risks involved. This examination should include a review of Pinnacle
West's SEC filings that explain the nature of Pinnacle West's business, including various risks of investing in
Pinnacle West and its securities. Your investment decision should not be based solely on this- memorandum
since it is not intended to be a complete explanation of the nature and risks of investing in Pinnacle West and its
Notes.

Tlzismelnswmdumis&>ryo1np:ivateinfumnna6ononlyanditnmynotberepmducedordisseuninutedbyanyonsotherdmn
Banc ofAme1ioa SecmitiesLLC("BAS"). This d~ocun1entshouldnotbecmsida*eduanoiatosullorasolicitaticmnf
anyoEu'tobuy&wsecmiies m cnedinitinanyjurisdictionmroeptwhmeanoH&orsolicimicnispamnuitted. Such

ancwdinglymaynotbee1i§bleforsdein ceruinjumisdicticns. Pusons whoreceivethisdocunmelnahuuld
i1l&'om'nmW~eunselves about, amid observe my laws or regulations applicablcto Men.

These securities halve not been recommended by any federal or state securities commission or regulatory authority.
Furthermore the foregoing authorities have not confirmed the accuracy or determined the adequacy of this memorandum.
Any representation to the contrary is a criminal offense.

BASoritsafEliw9=snnayhawepositionsin,andmay.eEeatlansactiuu1sin,secuxitiesmentionedhelneinorotha'secmities
issuedbythelssueroritsafiilines. Thelssllerandiuaiiiliamesmaintainnonnnleonnmewial~~d I:amld|1gnelationsi|ips
wi1h BASandee1'!ainofit|ah1liaJtes. In1he f||t|ue,BASon-itsafEli|1:usandtheirlespectlvedileaumotlicalsmild
anployeesnnayparfornnorseektopafom oldnabannldng,investunentandothefsavicesfor they~sueroritsafliliames.
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CREDITSUISSE

Private Placement Memorandum

Pinnacle West Capital Corporation

$200,000,000

Private Placement of
Notes

THE NOTES HAVE NOT BEEN REGISTERED UNDER THE SECURITLES ACT OF 1933, AS AMENDED (THE
"ACT"), OR ANY OTHER APPLICABLE SECURITIES LAW, AND OFFERS AND SALES THEREOF MAY BE
MADE ONLY IN COMPLIANCE WITH AN APPLICABLE EXEMPTION FROM THE REGISTRATION
REQUIREMENTS OF THE ACT AND ANY APPLICABLE STATE SECURITIES LAWS. BY ITS ACCEPTANCE
OF A NOTE, THE PURCHASER WILL BE DEEMED TO REPRESENT THAT IT HAS BEEN AFFORDED AN
OPPORTUNITY TO INVESTIGATE MATTERS RELATING TO THB ISSUER AND THE NOTES, THAT IT is
NOT ACQUIRING SUCH NOTE WITH A VIEW TO ANY DISTRIBUTION THEREOF AND THAT IT IS EITHER
(A) AN INSTITUTIONAL INVESTOR OR SOPHISTICATED INDIVIDUAL INVESTOR THAT Is AN
ACCREDITED INVESTOR WITHN~I THE MEANING OF RULE 50l(a) UNDER THE ACT AND WHICH, IN THE
CASE OF AN INDIVIDUAL, (i) POSSESSES SUCH KNOWLEDGE AND EXPERIENCE IN FINANCIAL AND
BUSINESS MATTERS THAT HE OR SHE is CAPABLE OF EVALUATING AND BEARING THE ECONOMIC
RISK OF AN INVESTMENT IN THE NOTES AND (ii) HAS A NET WORTH OF AT LEAST $5 MILLION (AN
"INSTITUTIONAL ACCREDITED INVESTOR" OR "SOPI-IISTICATED INDIVIDUAL ACCREDITED
INVESTOR", RESPECTIVELY) AND THAT EITHER Is PURCHASING NOTES FOR ITS own ACCOUNT, IS A
U.S. BANK (AS DEFINED IN SECTION 3(8)(2) OF THE ACT) OR A SAVINGS AND LOAN ASSOCIATION OR
OTHER INSTITUTION (AS DEFINED IN SECTION 3(H)(5)(A) OF THE ACT) ACTING IN ITS INDIVIDUAL OR
FIDUCIARY CAPACITY OR Is A FIDUCIARY OR AGENT (OTHER THAN A U.S. BANK OR SAVINGS AND
LOAN ASSOCIATION) PURCHASING NOTES FOR ONE OR MORE ACCOUNTS EACH OF WHICH Is SUCH
AN INSTITUTIONAL ACCREDITED INVESTOR OR SOPHISTICATED INDIVIDUAL ACCREDITED
INVESTOR (i) WHICH ITSELF POSSESSES SUCH KNOWLEDGE AND EXPERIENCE OR (ii) WITH RESPECT
TO W HICH SUCH PURCHASER HAS SOLE INVESTMENT DISCRETION; OR (B) A QUALIFIED
INSTITUTIONAL BUYER <"QIB"l WITHIN THE MEANING OF RULE 144A UNDER THE ACT WHICH is
ACQUIRING NOTES FOR ITS OWN ACCOUNT OR FOR ONE OR MORE ACCOUNTS, EACH oF WHICH is A
QIB AND WITH RESPECT TO EACH OF WHICH THE PURCHASER HAS SOLE INVESTMENT DISCRETION;
AND THE PURCHASER ACKNOWLEDGES THAT IT Is AWARE THAT THE SELLER MAY RELY UPON THE
EXEMPTION FROM THE REGISTRATION PROVISIONS OF SECTION 5 OF THE ACT PROVIDED BY RULE
l44A. BY ITS ACCEPTANCE OF A NOTE, THE PURCHASER THEREOF SHALL ALSO BE DEEMED To
AGREE THAT ANY RESALE OR OTHER TRANSFER THEREOF W ILL BE MADE ONLY (A) IN A
TRANSACTION EXEMPT PROM REGISTRATION UNDER THE ACT, EITHER (1) To THE ISSUER OR To
CREDIT SUISSE SECURITIES (USA) LLC OR ANOTHER PERSON DESIGNATED BY THE ISSUER As A
PLACEMENT AGENT FOR THE NOTES (COLLECTIVELY, THE "PLACEMENT AGENTS"), NONE OF WHICH
SHALL HAVE ANY OBLIGATION TO ACQUIRB SUCH NOTE, (2) THROUGH A PLACEMENT AGENT To AN
INSTITUTIONAL ACCREDITED INVESTOR OR SOPHISTICATED INDWIDUAL ACCREDITED INVESTOR
OR A QIB BY A PLACEMENT AGENT, OR (3) To A LIB IN A TRANSACTION THAT MEETS THE
REQUIREMENTS OF RULE 144A AND (B) IN MINIMUM AMOUNTS OF $250,000.

Credit Suisse
January 19, 2010
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By its purchase of a Note, the purchaser further represents and agrees that (i) it has knowledge and
experience (or is a fiduciary or agent with sole investment discretion having such knowledge and
experience) in financial and business-matters and it (or such fiduciary or agent) is capable of evaluating
the merits and risks of investhig in the Notes; (ii) it has had access to such information as the purchaser
deems necessary in order to make an informed investment decision; (iii) although a Placement Agent may
repurchase Notes, the Placement Agent is not obligated to do so, and accordingly, the purchaser should be
prepared to hold such Note until maturity; (iv) it has had the opportunity to ask questions 0£ and receive
answers Dior Pinnacle West Capital Corporation; (v) it acknowledges that the Placement Agent has not
verified any of the information contained or referred to in this Private placement memorandum and makes
no representation of any kind as to the accuracy or completeness of such information; and (vi) it
understands that each Note will bear a legend substantially as set forth in capital letters above.

Terms of Commercial Paper Notes

l~ suer: Pinnacle West CapiM Corporation ("Pillnacle West" or the "Issuer").

Incorporation: Arizona.

Program Size: Authorized to a maximum amount outstanding at any one time of
$200,000,000.

Securities: Unsecured Notes (the "Notes") ranking parry paassU with the Issuer's
other unsubordinated and unsecured liabilities.

Exemption' The Notes are exempt Hom registration pursuant to Section 4(2) under
the Securities Act of 1933.

Offering Price: Par less a discount representing an interest factor or, if interest bearing,
at par.

Denominations: Minimum of $250,000.

Maturities: Up to 365 days firm the date of issue.

Redemption: The Notes will not be redeemed prior to maturity or be subject to
voluntary prewiyrneut.

Form: Each Note will be evidenced by a master Note (the "Book-Entry Note")
registered in the name of the nominee of the Depository Trust Company
("DTC"). The Book-Entry Note will bear a legend substantially in the
form of the legend set forth above in capita] letters. The Book-Entry
Note wil l  be deposited with the Issuing and Paying Agent as
subcustodian for DTC or its successor.

Placement Agent:

Settlement:

Credit Suisse Securities (USA) LLC.

i

!
i
i

The face amount of each Note and, if applicable, interest installments
on each Note will be paid when due in immediately available funds.
Payment will be made to DTC..The Issuer has been advised by DTC
that upon receipt of such payment, DTC will credit, on its book-entry
registration and transfer system, the accounts of the DTC participants
through whom Notes are direly or indirectly owned. Payments by
DTC to its participants and by such participants to owners of the Notes

2
\
K Page 120 of 509



or their representatives will be governed by customary practices and
standing instructions and will be the sole responsibility of DTC, such
DTC participants or such representatives, respectively.

IssuingandPayingAgent: JPMorgan Chase Bank, National Association.

ISSUEK

Pinnacle West is a Phoenix-based company incorporated in 1985 under the laws of the State of Arizona.
Pinnacle West owns all of the outstanding equity securities of Arizona Public Service Company ("APS"),
its minor subsidiary. APS is a vertically-integrated electric utility that provides detail and wholesale
electric service to most of the state of Arizona, with the major exceptions of about one-half of the Phoenix
metropolitan area, the Tucson metropolitan area and Mohave County in northwestern Arizona. See
"Available Information" below for additional information about Pinnacle West, APS andPinnacle West's
other first-tier subsidiaries: SucCor Development Company, APS Energy Services Company, Inc. and El
Dorado Investment Company.

Pinnacle West's executive offices are headquartered at 400 North Filth Street, Phoenix, AZ 85004 and its
telephone number is (602)250-1000.

Ratings Information

Ratings are not a recommendation to purchase, hold or sell Notes, inasmuch as' the ratings do not
comment as to market price or suitability for a particular investor. The ratings are based on current
information Famished to the rating agencies by the Issuer and information obtained by the rating agencies
from other sources. The ratings are only accurate as of the date obtained and may be changed, superseded
or withdrawn as a result of change ill, or unavailability of, such information, and therefore, a prospective
purchaser should check the current ratings before purchasing Notes.

Available Information

Pinnacle West files annual, quarterly, and current reports, and other information with the Securities and
Exchange Commission ( "SEC"). Its SEC filings are available to the public over the Internet at the SEC's
web site: http://wvvw.sec.gov. Investors may also read and copy any materials Pinnacle West tiles with
the SEC at the SEC's public reference room, at 100 F Street, N.E., Washington, D.C. 20549. Investors
may obtain information on the operation of the public reference-room by calling the SEC at l-800-SEC-
0330. Reports and other information concerning Pinnacle West can also be inspected and copied at the
offices of the New York Stock Exchange at 20 Broad Street, New York, New York 10005. Pinnacle
West's tilings with the SEC are also available on its oven web site at http://wvvw.pinnaclewest.com. The
other information on its web site is not part of this memorandum.

Pinnacle West will provide without charge to each purchaser of the Notes, upon oral or written request, a
copy of any and all documents filed with the SEC that are publicly available, other than the exhibits to
such documents. In addition, Pinnacle West is offering an opportunity to each prospective purchaser,
prior to purchasing any Notes, to ask questions 0£ and receive answers Hom, Pinnacle West and to obtain
relevant information to the event Pinnacle West possesses the same or can acquire it without
unreasonable effort or expense. Any such requests and other questions about Pinnacle West should be
directed to: Pinnacle West Capital Corporation, 400 North Fifth Street, Phoenix, AZ 85004 and its
telephone number is (602)250-1000, Attention: Investor Relations. Any further questions and/or requests
should be sent to Credit Suisse Securities (USA) LLC, Commercial Paper Trading Desk, ll Madison
Avenue, 5'*' Floor, New York, New York 10010, the telephone number is (212)325-3358.

3
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Purchasers will be required to maintain the confidentiality of any such information that is not public.

Pinnacle West hereby incorporates by reference its most recent Annual Report on Form 10-K and any
quarterly reports on Form l0-Q and Current Reports on Form 8-K tiled since the end of the fiscal year
covered by that Form 10-K report, excluding information deemed furnished and not filed. All documents
tiled by Pinnacle West pursuant to Sections l3(a), 13(c), 14 or l5(d) of the Securities Exchange Act of
1934, as amended, subsequent to the date of this memorandum and prior to the termination of this
offering shall be deemed to be incorporated by reference herein, except for information deemed furnished
and not filed. Information that is contained in subsequently filed documents will automatically update
and, where applicable, supersede information ire previously filed documents.

In making an investment decision, investors must rely on their own examination of Pinnacle West and the
terms of this offering, including the merits and risks involved. This examination should include a review
ofPinnacle West's SEC filings that explain the nature of Pinnacle West's business, including various
risks of investing in Pinnacle West and its securities. Your investment decision should not be based solely
on this memorandum since it is not intended to be a complete explanation of the nature and risks of
investing in Pinnacle West and its Notes.

THE INFORMATION CONTAINED HEREIN HAS BEEN OBTA1NED FROM. DOCUMENTS
FILED WITH GOVERN1VIENT AGENCIES, PUBLISHED SOURCES AND OTHER DATA
FURNISHED BY THE ISSUER. CREDIT SUISSE SECURITIES (USA) LLC MAKES NO
REPRESENTATION AS' TO EITHER THE ACCURACY OR COMPLETENESS OF THE
INFORMATIGN HEREIN OR REFERRED TO AS AVAILABLE. COPIES OF THE
DOCUMENTS FILED WITH THE SECURITIES AND EXCHANGE co1v1m1ss1on OR
OTHER PUBLICLY AVAILABLE FINANCIAL DATA PROVIDED BY THE ISSUER MAY BE
REQUESTED FROM YOUR CREDIT SUISSE SECURITIES (USA) LLC REPRESENTATIVE
OR 1nvEsToR MARKETING, SHORT TERM PRODUCTS GROUP, (212)325-3358.

CREDIT SUISSE SECURITIES (USA) LLC MAY FROM TIME To TIm1-8 ACT AS AN
UNDERWRITER FOR PUBLIC OFFERINGS OF, OR MAKE A.MARKET FOR, SECURITIES OF
THE ISSUER OR ITS AFFILIATES AND MAY HAVE A LONG OR SHORT POSITION IN SUCH
SECURITIES. The Issuer and its affiliates maintain normal commercial and banking relationships with
Credit Suisse Securities (USA) LLC and certain of its affiliates. In the future, Credit Suisse Securities
(USA) LLC or its affiliates and their respective dilreetors, officers and employees may perform or seek to
perform other banking, investment and other services for the Issuer or its affiliates. ALTHOUGH
CREDIT SUISSE SECURITIES (USA) LLC MAY PURCHASE AND SELL, As PRINCIPAL OR
AGENT, OUTSTANDING COMMERCIAL PAPER OF THE ISSUER, CREDIT SUISSE SECURITIES
(USA) LLC ASSUMES NO OBLIGATION TO PURCHASE OR MAKE A MARKET IN ANY SUCH
OUTSTANDING COMMERC1AL PAPER.

This memorandum is for your private information only and it may not be reproduced or disseminated by
anyone other than Credit Suisse Securities (USA) LLC. This document should not be considered as an
offer to sell or a solicitation of any offer to buy the securities mentioned in it in any jurisdiction except
where an offer or solicitation is permitted Such securities accordingly may not be eligible for Sade 'm
certain jurisdictions. Persons who receive this document should inform themselves about, and observe
any laws or regulations applicable to them.

These securities have not been recommended by any federal or state securities commission or regulatory
authority. Furthermore the foregoing authorities have not confirmed the accuracy or determined the
adequacy of this memorandum. Any representation to the contrary is a criminal offense.

4

Page 122 of 509



avBARCI.AYS
CAPITAL

Private Placement Memorandum

PINNACLE WEST CAPITAL C0RPORATI0N
$200,000,000

Private Placement of
Commercial Paper Notes

THE NOTES HAVE NOT BEEN REGISTERED UNDER THE sEcuR Es ACT OF 1933, AS AMENDED (THB "ACT"), OR MW OTHER
APPLICABLE sscunmss LAW, AND OFFERS AND SALES THEREOF MAY BE MADE ONLY IN co1v1pL1AncE WITH AN
APPLICABLE EXEMPHON FROM THB REGISTRATION REQUIREMENTS OF THE ACT AND ANY APPLICABLE STATE SECURITIES
LAWS; BY ITS ACCEPTANCE OF A NOTE, THE PURCHASER WILL BE DEEMED TO RBPRBSBNT THAT IT HAS BEEN API=OI1DBD
AN OPPORTUNITY To INVESTIGATE MATIERS RELATING To THE ISSUER AND THE NOTES, THAT re IS NOT ACQUIBING SUCH
NOTE WITH A VIEW To ANY DISTRIBUTION THEREOF AND THAT re is EITHER (A) AN INSNTUTIONAL INVESTOR OR
SOPHISTICATED INDIVIDUAL INVESTOR THAT IS AN ACCREDITED INVESTOR WITHIN THE MEANING OF RULE 501 (a) UNDER
THE Act AND WHICH, IN THE CASE OF AN INDIVIDUAL, (i) POSSESSES SUCH KNOWLEDGE AND EXPERIENCE IN FINANCIAL
AND BUSINESS .MATTERS THAT I-IB OR SHE Is CAPABLE OF EVALUATING AND BEARING THE ECONOMIC RISK OF AN
INVESTMENT IN THE NOTES AND (ii) HAS A NET WORTH OF AT LEAST $5 MILLION (AN "INSTITUTIONAL ACCREDTIED
INVESTOR" OR "SOPHISTICATED INDWIDUAL ACCREDITED INVESTOR", RBSPBCHVBLY) AND THAT EITHER Is PURCHASING
NOTES FOR ITS OWN ACCOUNT, Is A U.S. BANK (AS DEFINED IN SECTION 3(a)(2) OF THE ACT) OR A SAVINGS AND IJOAN
ASSOCIATION OR OTHER INSTITUTION (AS DEFINED IN sBc'rlon 3(H)(5)(A) OF HIE ACT) ACTING IN ITS .INDWIDUAL OR
FIDUCIARY CAPACITY OR IS A FIDUCIARY OR AGENT (OTHER THAN A U.S. BANK OR SAVINGS AND DOAN ASSOCIATION)
PURCHASING NOTES FOR ONB OR MORE ACCOUNTS EACH OF WHICH Is SUCH AN InsmlmonAL ACCREDITED INVBSTOR OR
SOPHISTICATED INDIVIDUAL ACCRBDHBD INVESTOR (i) WHICH ITSELF POSSESSES SUCH KNOWLEDGE AND EXPERIENCE OR
(ii) WITH RESPECT To WHICH SUCH PURCHASER I-IAS SOLE INVESTMENT DISCREHON; OR (B) A QUALIFIED INSTITUTIONAL
BUYER ("Q[8") WITHIN THE MEANING OF RULE 144A UNDER THE ACT WHICH 1s ACQUIRING norl'Es FOR ITS OWN ACCOUNT
OR FOR ONE OR MORE ACCOUNTS, EACH OF WHICH is A Qu; AND WITH RESPECT TO EACH OF wmcl-I THE PURCHASER HAS
SOLE IIWESTMENT D1scREnon; AND, THE PURCHASER ACKNOWLEDGES THAT IT 1s AWARE THAT THB SELLER MAY RBLY
UPON THB EXEMPTION FROM THB REGISTRATION PROVISIONS OF SECTION 5 OF THE- ACT PROVIDED BY -RULE 144A. BY irs
ACCEPTANCE OF A NOTE, THE PURQTASER THEREOF SHALL ALSO BE DEEMED TO AGREE THAT ANY RESALE OR OTHER
TRANSFER THEREOF WILL BE MADE ONLY (A) IN A TRANSACTION EXEMPT FROM REGISTRATION UNDER THE Act, EITHER
(1) TO THE ISSUER OR TO BARCLAYS CAPTTAL INC. OR ANOTHER PERSON DESIGNATED BY THE ISSUER As A PLACEMENT
AGENT FOR Tl-IE NOTES (COLLECTIVELY, THE "PLACEMENT AGENTS"), NONE OF WHICH SHALL HAVE ANY OBLIGATION TO
ACQUIRE SUCH NOTE, (2) TI-[ROUGH A PLACEMENT AGENT To AN INSTITUTIONAL ACCREDHED INVESTOR OR
SOPI-IISTICATED INDIVIDUAL ACCREDITED IIWESTOR OR A QIB BY A PLACEMENT AGENT, OR (3) TO A QIB IN A
TRANSACTION THAT MEETS THE REQUIREMENTS OF RULE 144A AND (B) IN MINIMUM AMOUNTS OF $250,000.
By its pm-chase of a Note, the purchaserfmlher wpresenta :Md agrees that (t) it has knowledge Ana expezniena (or is a Edudary or agent with sole investment discretion having such ltunwledge
and experieiwe) in financial and business matters and it (or ouch iducinry or agent) is capable of evnluawting die merits and risks rd' Investing in the Notes; (ii) it has had ncoesa no such
information as the puzchaselr deems necessary in mldmr W main m informed investment decision; (iii) although a Piauennent Ageul may repurdtaae Notes, the Finnemem Agent is non obligated
to do so, and accordingly, the pmdzlaser dtauld be ptepaled to hold such Note until maundy; (iv) it has had the nppollunity to oak quesd 111 s of, and lecdve answus from Pinnacle West Capital
Ccuqmmion; (v) it aclmowledges that Tb: Placement Agent has not vetted we of the Mutlnnation contained or reieued to in this Private Placement Menunurnndlxnn and makes no MPM >1 tarioul
of anyki1ndastotheaecuraeyorconwietenessofsuchln4"utnnslden;and(vi)itnnderstandsthateachNotewillbearalegendsubtnmuxlailyas setforthincapital letters ahove.

PLACEMENT AGENT:

Barclays Capital Inc.
The date of this Private Placement MemoranduM is January, 2010.

The infannadon Se: fcuvzth bczdn was ablainedlifnnn spumes, which we believe xuliabb, bu: we an norguaranwe is accuracy. NaiUlar theiniiurmation, nnrany opinion expwussad, consrimms
n solicitation by up ¢1f thepin'c:iille or sale of anyinstzmnentx. The infonnnlion contained hmm will not typically be dL¢n1'buled or updalrdupon eachnew sale of commercialMyer notes,
although the infhnnation may he updaters Emu time to lime. Fmzhwn the inliznurnation herein is not intended as allhslitudon for the invewJr's own inquiry in the cnedftwnrihiness of the
in-suer and invusmrs are encouraged to make such inquiry.
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issUER

Pinnacle West Capital Corporation ("Pinnacle West" or the "Issuer") is a Phoenix-based company
incorporated in 1985 under the laws of the State of Arizona. Pinnacle West owns all of the outstanding
equity securities of Arizona Public Service Company ("APS"), its major subsidiary. APS is a vertically-
integrated electric utility that provides retail and wholesale electric service to most of the state of Arizona,
with the major exceptions of about behalf of the Phoenix metropolitan area, the Tucson metropolitan
area and Mohave County in northwestern Arizona. See "Available Information" below for additional
information about Pinnacle West, APS and Pinnacle West's other fist-tier subsidiaries: SucCor
Development Company, APS Energy Services Company, Inc. and El Dorado Investment Company.

Pinnacle West's executive offices are headquartered at 400 North Fifth Street, Phoenix, AZ 85004 and its
telephone number is (602) 250-1000.

PROGRAM SIZE I

Maximum amount outstanding at any one time of $200 million.

TERMS QF COMMERCIAL PAPER NOTES

Issuer:

Incorporation:

Securities:

Pinnacle West Capital Corporation

AUZOD8

Unsecured Notes ranking padpass with Pinnacle West's other unsubordinated and
unsecured indebtedness.

Exemption: The Notes are exempt from registration under the Securities Act of 1933
pursuant to Section 4(2).

Offering Price:

Denominations:

Maturities:

Redemption:

Par less a discount representing an interest factor or, if interest bearing, at par.

Minimum of $250,000.

Up td 365 days from date of issue.

The Notes will not be redeemed prior to maturity or be subject to voluntary
prepayment.

Form: Each Note will be evidenced by a master Note (the "Book-Entry Note") registered
in the name of the nominee of the Depository Trust Company ("DTC"). The Book-
Entry Note will bear a legend substantially in the form of the legend set forth above
in capital letters. The Book-Entry Note will be deposited with the Issuing and
Paying Agent as subcustodian for DTC or its successor.

Placement
Agent:

Barclays Capital Inc.

2
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Settlement: The face amount of each Note and, if applicable, interest installments on each Note
will be paid when due in immediately available funds. Payment will be made to
DTC. The Issuer has been advised by DTC that upon receipt of such payment, DTC
will credit, onits book-entry registration and transfer system, the accounts of the
DTC participants through whom Notes are directly or indirectly owned. Payments
by DTC to its participants and by such participants to owners of the Notes or their
representatives will be governed by customary practices and standing instructions
and will be the sole responsibility of DTC, such DTC participants or such
representatives, respectively.

Issuing &
Paying Agent: JPMorgan Chase Bank, National Association

AVAILABLE INFORMATION

Pinnacle West files armuad, quarterly, and current reports, and other information with the Securities and
Exchange Commission ( "SEC"). Its SEC filings are available to the public over the Internet at the SEC's
web site: http://www.sec.gov. Investors may also read and copy any materials Pinnacle West files with
the SEC at the SEC's public reference mom, at 100 F Street, N.E., Washington, D.C. 20549. Investors
may obtain information on the operation of the public reference room by calling the SEC at 1-800-SEC-
0330. Reports and other information concerning Pinnacle West can also be inspected and copied at the
offices of the New York Stock Exchange at 20 Broad Street, New York, New York 10005. Pinnacle
West's filings with the SEC are also available on its own web site at http://www.pinnaclewest.com. The
other information on its web site is not part of this memorandum.

Pinnacle West will provide without Charge to each purchaser of the Notes, upon oral or written request, a
copy of any and all documents filed with the SEC that are publicly available, other than the exhibits to
such documents. In addition, Pinnacle West is offering an opportunity to each prospective purchaser,
prior to purchasing any Notes, to ask questions 0£ and receive answers from, Pinnacle West and to obtain
relevant information to the extent Pinnacle West possesses the same or can acquire it without
unreasonable effort or expense. Any such requests and other questions about Pinnacle West should be
directed to: Pinnacle West Capital Corporation, 400 North Fifth Street, Phoenix, AZ 85004 and its
telephone number is (602)250-1000, Attention: Investor Relations. To ask any other questions, contact:
Barclays Capital Inc., 745 Seventh Avenue, New York, New York 10019, Attn: Commercial Paper
Product Management, Phone: 212 526 0731 .

Purchasers will be required to maintain the confidentiality of any such information that is not public.

Pinnacle West hereby incorporates by reference its most recent Annual Report on Form 10-K and any
quarterly reports on Font 10-Q and Current Reports on Pom 8-K tiled since the end of the fiscal year
covered by that Finn 10-K report, excluding information deemed furnished and not tiled. All documents
filed by Pinnacle Wen pursuant to Sections 13(a), l3(c), 14 or 15(d) of the Securities Exchange Act of
1934, as amended, subsequent to the date of this memorandum and prior to the termination of this
offering shall be deemed to be incorporated by wferenw herein, except for information deemed :liirnished
and not tiled. Information that is contained in subsequently filed documents will automatically update
and, where applicable, supersede information in previously Hled documents.

The information contained in this memorandum has been obtained from sources which the Placement
Agent believes to be reliable; however, the Placement Agent makes no representation as to either the
completeness Or acculaey of this infonnatiou.
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In making an investment deck ~'on, investors must rely on their own examination of Pinnacle West and the
terms of this offering, including the merits and risks involved. This examination should include a review
of Pinnacle Wat's spc filings that explain the nature of Pinnacle `West's business, including various
risks of investing in Pinnacle West and its securities. Yom investment decision should not be based solely
on this memorandum since it is not inrtalded to be a complete explanation of the range and risks of
investing 'm Pinnacle West and its Notes.

This memorandum is for your private information only and it may not be reproduced or disseminated by anyone
other than Barclays Capital Inc. This document should not be considered as an offer to sell or a solicitation of any
offer to buy the securities mentioned in it in any jurisdiction except where an offer or solicitation is permitted Such
securities accordingly may not be eligible for sale in certain jurisdictions. Persons who receive this document
should inform themselves about, and observe any laws or regulations applicable to them.

These securities have not been recommended by any federal or state securities commission or regulatory authority.
Furthermore the foregoing authorities have not confirmed the accuracy or determined the adequacy of this
memorandum. Any representation to the contrary is a criminal offense,

Barclays Capital InC. or its affiliates may have positions in, and may effect transactions in, securities mentioned
herein or other securities issued by the Issfua or its affiliates. The Issuer and .its affiliates maintain normal
commercial and banking relationships with Barclays Capital Inc. and certain of its affiliates. In the future, Barclays
Capital Inc. or its affiliates and their respective directors, officers and employees may perfonn or seek to perform
other banking, investment and other services for the Issuer or its affiliates.
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PRIVATE PLACEMENT MEMORANDUM APPROVAL

Approved : Pimlacle We~ ~t Capital Corpqratiou

By:

Name:

Title:

Date:
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manCommercial Paper Announcement

PINNACLE WE ST
CAPITAL CORPORATION

$200,000,000
Private Placement

of
Com mercia Paper Notes

THE NOTES HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED
(THE "ACT"), OR ANY OTHER APPLICABLE sEcUR Es LAW, AND OFFERS AND SALES THEREOP
MAY BE MADE ONLY IN COMPLIANCE W ITH AN APPLICABLE EXEMPHON FROM THE
REGISTRATION REQUIREMENTS OF THE ACT AND ANY APPLICABLE STATE SECURITIES LAWS. BY
ITS ACCEPTANCE OF A NOTE, THE PURCHASER WILL BE DBBMED To REPRESENT THAT IT HAS
BEEN AFFORDED AN OPPORTUNITY To INVESTIGATE MATTERS RELATING To THE ISSUER AND
THE NOTES, THAT IT Is NOT ACQUIRING SUCH NOTE WITH A VIEW TO ANY DISTRIBUTION
THEREOF AND THAT IT Is EITHER (A) AN rNSNTUTIONAL INVESTOR OR SOPHISTICATED
INDIVIDUAL INVESTOR THAT IS AN ACCREDITED INVESTOR WITHIN THE MEANn~IG OF RULE
501(a) UNDER THE ACT AND WHICH, IN THE CASE OF AN INDIVIDUAL, (i) POSSESSES SUCH
KNOWLEDGE AND EXPERIENCE IN FINANCIAL AND BUSINESS MATTERS THAT HE OR SHE Is
CAPABLE OF EVALUATING AND BEARING THE ECONOMIC RISK OF AN n~1VESTMENT IN THE
NOTES AND (ii) HAS A NET WORTH OF AT LEAST as MILLION (AN "INSTITUTIONAL ACCREDITED
INVESTOR" OR "SOPHISTICATED INDIVIDUAL ACCREDITED INVESTOR", RESPECTIVELY) AND
THAT BI11-[ER IS.PURCHASING NOTES FOR ITS OWN ACCOUNT, Is A u.s. BANK (AS DEFINED IN
SECTION 3(»)(2) OF THE ACT) OR A SAVINGS AND LOAN ASSOCIATION OR OTHER INSTITUTION (As
DEFINED IN SECTION 3(ax5)cA) OF THE ACT) ACTING IN ITS INDIVIDUAL OR FIDUCIARY CAPACITY
OR Is A FIDUCIARY OR AGENT (OTHER THAN A U.S. BANK OR SAVINGS AND LOAN ASSOCIATION)
PURCHASING NOTES FOR ONE OR MORE ACCOUNTS EACH OF WHICH Is SUCH AN INSTITUTIONAL
ACCREDITED INVESTOR OR SOPHISTICATED INDIVIDUAL ACCREDITED INVESTOR (9 WHICH
ITSELF POSSESSES SUCH KNOWLEDGE AND EXPERIENCE OR (ii) WITH RESPECT To WHICH SUCH
PURCHASER HAS SOLE N~1VESTMENT DISCRETION; OR (B) A QUALIFIED INSTITUTIONAL BUYER
("QIB") WITHIN THE MEANING OF RULE l44A UNDER THE ACT WHICH IS ACQUIRING NOTES FOR
ITS OWN ACCOUNT OR FOR ONE OR MORE ACCOUNTS, EACH OF WHICH Is A QIB AND WITH
RESPECT TO EACH OF WHICH THE PURCHASER HAS SOLE INVESTMEI~rr DISCRETION; AND THE
PURCHASER ACKNOWLEDGES THAT IT is AWARE THAT THE SELLER MAY RELY UPON THE
EXEMPTION FROM THE REGISTRATION PROVISIONS OF SECTION 5 OF THE ACT PROVIDED BY
RULE 144A. BY ITS ACCEPTANCE OF A NOTE, THE PURCHASER TI-IEREOF SHALL ALSO EE DEEMED
To AGREE THAT ANY RESALE OR OTHER TRANSFER THEREOF WILL BE MADE ONLY (A) IN A
TRANSACTION EXEMPT FROM REGISTRATION UNDER THE ACT, EITHER (1) To THE ISSUER OR TO
GOLDMAN, SACHS & co. OR ANOTHER PERSON DESIGNATED BY THE issUER As A PLACEMENT
AGENT FOR THE NOTES (COLLECTIVELY, THE "PLACEMENT AGENTS"), NONE OF WHICH SHALL
HAVE ANY OBLIGATION TO ACQUIRE SUCH NOTE, (2) THROUGH A PLACEMENT AGENT To AN
INSTITUTIONAL ACCREDITED IIWESTOR OR SOPHISTICATED INDIVIDUAL ACCREDITED
INVESTOR OR A QIB BY A PLACEMENT AGENT, OR (3) To A QIB IN A TRANSACTION THAT MEETS
THE REQUIREMENTS OF RULE 144A AND (B) IN MINIMUM AMOUNTS OF $250,000.
ByitspuruhaseufnNote;\he]rurcI\aser6.\rl\\errqIIese11¢sandagxaestlllr(l)itlm.1l18d1acentonuzchinfnnnnntionasdnepurdxasurdnunsnscelsanryinorI'dnw11malce
Ill infnumed I.llV¢!»hII§1l! dwisim; (ii) II¢1uIu8II 8 Placement Aw may rqauurclzme NWS. the W ll! AEM is not obligated to do au. am] wordinslv, the
purclxasar should be puqzaxud to hold sum Note until Immunity; (iii) it has lm! the qapnmmily Io up qnastinns °£ and Iecedve answers firm Finmacle West Capital
C°¢pl=wi¢n; and iv) it nndsfrstaluds iltat each Nsvta will in: alegomd luhstsnliallyas :et Min. in mpimn Imam dmvu.

Goldman, Sachs & Co.
January 19, 2010
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Terns of Commercial Parer Notes

Issuer: Pinnacle West Capital Corporation ("Pinnacle West" or the "Issuer").

Incorporated in:

Securities :

Arizona.

$200,000,000 of unsecured notes (the "Notes) ranking part pass with the
Issuer's other unsubordinated and unsecured indebtedness.

Exemption: The Notes are exempt from registration under the Securities Act of 1933
pursuant to Section 4(2).

Offering Price

Minimum Purchase:

Par less a discount replesentlg an interest féntor or, if interest bearing, at par.

$250,000 minimum principal amounter.

Maturities : Up to 365 days from date of issue.

Redemption: The Notes will not be redeemable prior to maturity or be subject to voluntary
prepayment.

FaM:

Settlement

Each Note will be evidenced by a master Note (the "Book-Entry Note")
registered in the name of the nominee of the Depository Trust Company
("DTC"). The Book-Entry Note will bear a legend substantially in the form
of the legend set forth above in capital letters. The Book-Entry Note will be
deposited with the Issuing and Paying Agent as subcwstodiaun for DTC or its
successor.
Unless otherwise agreed to, same day basis, in immediately available funds.
Payment will be made to DTC. The Issuer has been advised by DTC that
upon receipt of such payment, DTC will credit, on its book-entry registration
and transfer systems, the accounts of the DTC participants through whom
Notes are directly or indirectly owned. Payments by DTC to its participants
and by such participants to owners of the Notes or their representative will be
governed by customary practices and standing instructions and M11 be the
sole responsibility of DTC, such DTC participants or such representatives,
respectively.

Issuing and Paying
Agent:

JPMorgan Chase Bank, National Association.

Business Descrlntion

Pinnacle West is a Phoenix-based company incorporated 'm 1985 under the laws of the State of Arizona.
Pinnacle West owns all of the outstanding equity securities of Arizona Public Service Company ("APS"),
its major subsidiary. APS is a vertically-integrated electric utility that provides retail and wholesale
electric service to most of the state of Arizona, with the major exceptions of about one-hadfofthe Phoenix
metropolitan area, the TUcson metropolitan area and Mohave County in northwestern Arizona. See "How
to Gert Information About the Issuer" below for additional information about Pinnacle West,
APS and Pinnacle West's other first-tier subsidiaries: SucCor Development Company, APS Energy
Services Company, inc. and El Dorado Investlfnent Company.

Pinnacle West's executive offices are headquartered at 400 North Filth Street, Phoenix, AZ
85004 and its telephone number is (602)250-1000.

_2-
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Ratings

Ratings are based on current information furnished to the rating agencies by the Issuer and information
obtained by the rating agencies from other sources. Because ratings may be changed, superseded or
withdrawn as a result of changes in, or unavailability o£ such information, a prospective purchaser
should verify the current long-term and commercial paper ratings of the Issuer before purchasing
Notes. Ratings are not a recommendation to purchase, hold or sell Notes, inasmuch as the ratings
dO not comment as to market price or suitability for a particular investor.

How to Get Information About the Issuer

Pinnacle West files annual, quarterly, and current reports, and other information with the Securities and
Exchange Commission ( "SEC"). Its SEC filings are available to the public over the Internet at the SEC's
web site: http://www.sec.gov. Investors may also read and copy any materials Pinnacle West tiles with
the SEC at the SEC's public reference room, at 100 F Street, N.E., Washington, D.C. 20549. Investors
may obtain information on the operation of the public reference room by calling the SEC at l-800-SEC-
0330. Reports and other information concerning Pinnacle West can also be inspected and copied at the
offices of the New York Stock Exchange at 20 Broad Street, New York, New York 10005. Pinnacle
West's filings with the SEC are also available on its own web site athwJ/www.oirmaelewest.com. The
other information on its web site is not part of this memorandum.

Pinnacle West will provide without charge to each purchaser of the Notes, upon oral or written request, a
copy of any and all documents Bled with the SEC that are publicly available, other than the exhibits to
such documents. In addition, Pinnacle West is offering an opportunity to each prospective purchaser,
prior to purchasing any Notes, to ask questions of, and receive answers ham, Pinnacle West and to obtain
relevant information to .the extent Pirmacle West possesses the same or can acquire it without
unreasonable effort or exqperrse. Any such requests and other questions about Pinnacle West should be
directed to: Pinnacle West Capital Corporation, 400 North Fifth Street, Phoenix, AZ 85004 and its
telephone number is (602)250-1000, Attention: Investor Relations. To ask another* questions, contact:
Money Markets Investor Marketing Group, Goldman, Sachs & Co., (212) 902-8470. Purchasers will be
required to maintain the confidentiality of any such information that is not public.

Pinnacle West hereby incorporates by reference its most recent Annual Report on Form 10-K and any
quarterly reports on Form 10-Q and Current Reports on Font 8-K tiled since the end of the fiscal year
covered by that Form 10-K report, excluding information deemed furnished and not filed. All documents
filed by Pinnacle West pursuant to Sections l3(a), 13(0), 14 or l5(d) of the Securities Exchange Act of
1934, as amended, subsequent to the date of this memorandum and prior to the termination of this
offering shall be deemed to be incorporated by reference herein, except for information deemed iirrnished
and not filed. Information that is contained in subsequently tiled documents will automatically update
and, where applicable, supersede information in previously tiled documents.

IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWN
EXAMINATION OF THE ISSUER AND THE TERMS OF THB OFFERING, INCLUDING
THB MERITS AND RISKS INVOLVED. THIS EXAMINATION SHOULD INCLUDE A
REVIEW OF THE ISSUER'S SEC FILINGS THAT EXPLAIN TI-IE NATURE OF HIE
ISSUER'S BUSINESS, INCLUDING VARIOUS RISKS OF INVESTING IN THE ISSUER
AND ITS SECURITIES. YOUR INVESTMENT DECISION SHOULD NOT BE BASED
SOLELY ON THIS ANNQUNCEMENT SINCE IT IS NOT INTENDED TO BE A
CQMPLETE EXPLANATION OF THE NATURE AND RISKS OF INVESTING IN THE
ISSUER AND ITS NOTES. THESE SECURITIES HAVE NOT BEEN RECOMMENDED BY
ANY FEDERAL OR STATE SECURITIES COMMISSION OR REGULATORY

. 3 .
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AUTHORITY. FURMERMORE, THE FOREGOING AUTHORITIES HAVE NOT
CONFIRMED THE ACCURACY OR DETERMINED TI-IE ADEQUACY OF THIS
DOCUMENT. ANY REPRESENTATION To THE CONTRARY Is A CRIMINAL OFFENSE.
NEITHER GOLDMAN, SACHS & co. NOR ANY OF ITS AFFILIATES MAKES ANY
REPRESENTATION OR WARRANTY As TO THE ACCURACY OR COMPLETBN18SS OF
THE .INF0RMATI0N CONTAINED OR REFERRED To HEREIN.

This memorandum is for your private information only and it may not be reproduced or disseminated by
anyone other than Goldman Sachs & Co. This document should not be considered as an offer to sell or a
solicitation of any offer to buy the securities mentioned in it in any jurisdiction except where an offer or
solicitation is pennittcd. Such securities accordingly may not be eligible for sale in certain jurisdictions.
Persons who receive this document should inform themselves about, and observe any laws or regulations
applicable to therm.

Goldman Sachs & Co. or its a&iliates may have positions in, and may effect transactions in, securities
mentioned herein or other seculiti~ issued by the Issuer or its aH:iliates. The Issuer and its affiliates
maintain normal cornmerciad and banking relationships with Goldman Sachs & Co. and certain of its
affiliates. In the future, .Goldman Sachs & Co. or its affiliates and their respective directors, officers and
employees may perform or seek to Perform other banking, Mvesmmtwd other services for the Issuer or
its affiliates

-4-
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Message Page 1 off

McGill, James T(Z71171)

From: Schumacher, Laura [Laura.Schumacher@moodys.com]

Sent: Thursday, February 18, 2010 10:33 AM

To: MGGill, JameS T(Z71171)

Subject' RE: PNW CP Docs

Thanks, this one worked .

----Original Message----
From: James.MCgill@pinnacleweit.com [mailto:James.MCgill@pinnacle1west.com]
Sent: Thursday, February 18, 2010 12:29 PM
To: Schumacher, Laura
Subject: PNW CP Docs

l'm not sure the other e~malI worked.

Email Firewall made the following annotations

NOTICE
This message is for the designated recipient only and may contain confidential, privileged or
proprietary information. If you have received it in error, please notify the sender immediately and
delete the original and any copy or pr'mtout. Unintended recipients are prohibited from making
any other use of this e-mail. Although we have taken reasonable precautions to ensure no viruses
are present in this email, we accept no liability for any loss or damage arising from the use of this
email or attachments, or for any delay or errors or omissions in the contents which result &om e-
mail transmission.
--.. ------- --- ----------------------------_--..,---.,..-.,-.,.,---.,.,.--.,,,,-

The information contained in this e-mail message, and any attachment thereto, ~= confidential and
may not be disclosed without our express permission. If you are not the intended recipient or an
employee or agent responsible for delivering this message to the intended recipient, you are
hereby notified that you have received this message in error and that any review, dissemination,
distribution or copying of this message, or any attachment thereto, in whole or in part, is strictly
prohibited. If you have received this message in error, please immediately notify us by telephone,
fax or e-mail and delete the message and all of its attachments. Thank you. Every effort is Made to
keep our network free from viruses. You should, however, review this e-mail message, as well as
any attachment thereto, for viruses. We take no responsibility and have no liability for any
computer virus which may be transferred via this e-mail message.
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Credit Opinions Page 1 of 1

McGill, James T(Z71171)

From: Schumacher, Laura [Laura.Schumacher@moodys.com]

Sent : Monday, February 22, 2010 1:31 PM .

To: McGill, James T(Z71171 )

Cc : Moss, Mitchell

Subject: Credit Opinions

Attachments: APS co for review 2.22.10.pdf, PNW of for review 2.22.10.pdf

Hello Jim,

Attached for your review are drafts of updated credit opinions for Arizona Public Service and Pinnnacle West,
financial metrics have been calculated based on your recent 10K,reflecting the full year of 2009. Would you
please review the opinion text for factual accuracy and to be sure we are not disclosing any information that
needs to remain confidential. If at all possible, we would like to post these on our website no later than Thursday,
so if you could give us any comments you may have by Wednesday, we would be most appreciative.

Thanks,
Laura

<<Aps CO for review 2.22.10.pdf>> <<pnw co for review 2.22.10.pdf>>

Laura J.K. Schumacher

Vice President / Senior Analyst
Global Infrastructure Florance
Power/ Utilities - Americas
212.553.3853 tel
212.298 6316 fax
laura.schumacher@moodys.com

Moody's investors Service

7 World Trade Center
250 Greenwich Street
new York, NY 10007

www.moodys.com

The information contained if this e-mail message, and any attachment thereto, is confidential and
may not be disclosed without our express permission. If you are not the intended recipient or an
employee or agent responsible for delivering this message to the intended recipient, you are
hereby notified that you have received this message in error and that any review, dissemination,
distribution Or copying of this message, or any attachment thereto, in whole or in part, is strictly
prohibited. If you have received this message in error, please immediately notify us by telephone,
fax or e-mail and delete the message and all of its attachments. Thank you. Every effort is made to
keep our network free ham viruses. You should, however, review this e-madl message, as well as
any attachment thereto, for viruses. We take no responsibility and have no liability for any
computer virus which may be transferred via this e-mail message.
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Arizona Public Service Company - nnAI=r - In Progress or Approved Version
Phoenix, Arizona, UnitedStates

Gllhlillll
Outlook
Issuer Rating
Sr Unsee Bank Qredk Fadllty
Senlor Unsecured

.UMw-1ll'lI!'i sauna
Stable
Baa2
E882
Eaa2

Commsrclal Paper
G w y n
Laura Schumacha'/New York
Wllllam L Has/New York

P-2
Pham

212.553.3853
212.553.3837

Arizona Public Sewleo Company
ACTUALS zoos 2008 2 0 0 1 2006
(CFO PreW /C + lnraesl) I Interest Expense[1l[2l 5 .3 ! 4 . 9 : 4 . 2 : 4 . 4 :
(CFO Pl '€'W /C) I Deum 25.6% 22.8% E u % 1 9 . 0 %
(CFO Frs-W /C . DIvldel1d5)/ Debt[21 21.7% 1 8 . 8 % 1 4 . 0 % 1 4 . 5 %
Debt/ Book Capltal izatlon 46.5% 41 .2% 45 .9% 4 6 . 0 %
[1] CFO pre-WIC, vmzch as ibo referred m is FFU In the Global Regulated Electric Llllllltex Rating Mahudolow. is equal to rel cash llcuv Blum opuzlions loss no! chung in wclklng olplal
Berri [21 Changes In risk munagunam and trading Isluis aid liabilities Ana exdudsd from CFO Pla-WIC

Rating Drlven use of a historic test yearmeans that rates may reflect a rate
base that is more than two years ad.

Predominantly regulated opcradons

Regulatory supportiveness increasing, though lag persists

Slow recovery 'm service to:-ituu-y

Appropriate Hnandal metrics

APS had intended co continue to File frequent rare cases in
an effort to minimize legulatery lag; however, the ACC's
recent decision included approval of a rate case filing plan in
which APS is prohibited from cling its next two general rate
cases until on or be&>re]u.ne 2011 and]une 2013. The plan
also includes an agreement to use good faith to process these
subsequent rate cases within twelve months of sufficiency
Endings firm the ACC start which is generally expected to
occur within 30 days after Filing.Corporate Prolile

Arizona Public Service (APS: Baa2 senior unsecured, stable) is
a vertically integrated electric utility that vides electric ser-
vice to most of the state ofAriztma with tieotnajor exceptions
of about one-half of the Phoenix metropolitan area and the
Tucson metropolitan area. APS is the primary subsidiary of
P i n n a c l e  W e s t  Ca p i t a l  Co rp o ra t i o n  (P i n n a c l e :  B a a n  s e n i o r

unsecured, stable), a holding company that through its other
subsidiaries sells energy related products and services and
develops real estate. Pinnacle is 'm the process of substantially
exiting its red estate and other non-regulated businesses.

The sjg11.iEcant regulatory lag, continued uncertain timing
of rate case resolutions, and the tendency for rate cases to
become platforms for political agendas, causes APS to map to
a factor in the Ba range for its Regulatory Framework within
Moody's Rating Methodology For Regulated Electric and Gas
Utilities (the Methodology) which is below the Baa average
for the regulated utility industry in the U.S.

Improved cost recovery

DETAILED RATING CONSIDERATIONS

Re l2uor£supportivcn4:ss increasing, though process still
988 and g persists

Although regulatory lag continues, APS' currently benefits
from several mechanisms that allow its rates m he adjusted
outside off general rate case. Moody's generally views these
mechanisms as being supportive of credit quality as they tend
to result 'm a more timely recovery of costs. APS' rates are
adjusted annually no provide rccorvery of 90% of the amount
its costs for fuel and purchased power azceeded the amounts
included in base rates. This leaves APS with some exposure to
volatility in power prices. However, the fuel recovery factor
does include a forward esul'nate ofpowa costs, which helps to
limit cost deferrals.

APS' operations are regulated by the Arizona Corporation
Commission (ACC), an elected commission that has ~-ol dad
to render its decisions after prolonged consideration. APS has
gaierally been awarded relatively reasonable ROEs and
equity ratios, including an ROE of 11% and an equity ratio of
53.8% as part of its $207.5 million net base rate 'mcrcase in its
December 2009 order (75% of its request). However, APS'
ability to earn reasonable returns has been limited due to sig-
nilicant regulatory lag.

APS also has adjustment mechanisms that allow the utility
to recover its costs for renewable energy efficiency and
demand die management programs. Transmission costs are
recovered through a transmission cost adjustor which resets
annually based on changes in APS' Federal Energy Regula-»
try Commission (FERC) approved formula based tariffs.
APS is also able to recover its costs for new customer hookups
via line extension payments Boom customers through revenue.

The ACC has generally taken a year and a half co two years
to render decisions in APS' rate cases. In its most recent case,
which was filed in March 2008 and revised in ]ume 2008 to
include a December 31, 2007 test year; a sedement was
reached 'm jure 2009; however, the ACC did not render its
decision until lair December 2009 after receiving the recom-
mendation of its administrative law judge and conducting a
full set offerings. Although, in its December2009 order, the
ACC did allow :be inclusion of certain post-Irs:-year invest-
ments made =l=t°\;§»= ]ume 30, 2009, generally the length of
time required by e rate decision process coupled with the

Due to APS' adequate ability to recover most non-base
costs, APS maps to a factor 'm the Baa range for Factor2:
Ability to Recover Costs and Earn Returns wilimin the Meth-
odnlogy ,

Page 134 of 509



Low customer growth in service tcrrinory

APS' service tem'mry incorporates a majority of Arizona
including significant parts of meUopolitarn Phoenix. As such,
within the E-arncwork of the Methodology, for Favor 3:
Diversification - Market Position, APS maps to a factor in the
Baa range.. Customer oath is expected to remain at 1-1.5 %
over the near-term. Tit slower amstomer growth, compared
to 3% levels seen during 2006-2008, has reduced die growth
in APS' capital expenditures which in mm reduces its [inane-
ing requirements and regulatory lag.

APS has historically paid $170 million per year in dividends
to Pinnacle. Moody's expects APS' future dividends to
increase somewhat, but to generally remain in line with its
current payout ratio.

Reasonably diverse generation capacity

APS' short-term liquidity sources 'include a commercial
paper program sized at$250 million. The program is eur-
rently supported by two committed lines of credit totaling $1
billion; a $500 million line that expires in December 201 I and
a $500 million line ant expires February2013 (commitments
roding about $11 million from Lehman Brothers are no
longer available). As of December 3 I, 2009, APS had no bor-
rowings or letters of credit outstanding under its credit facili-
ties and $121 million of casl-l on hand.APS has a l%i11y diverse, low-cost generation Her: including

1,747 MW of coal capacity and 1,146 MW ofnuclear capacity
which in 2009 pvorvided apprcudmately 36% and 26%, respec-
tively, of its total energy needs. As a result, within the flranue-
work of the Methodologyg APS maps to a factor within the
Baa range for Favor 3: Diversification - Generation and
Fuel.

Financial Metrics

APS' credit agreements both have one financial covenant
that requires die ratio of debt m total capitalization not
exceed 65%. As of December 31, 2009, APS' debt to total
capitalization ratio, calculated in accordance with the credit
documents, was approximately 48%. The credit aE1°¢anents
do not require a Material Adverse Change (MAC) representa-
tion for revolver borrowings. No rating triggers exist 'm any
APS credit facilities though interest costs may increase under
various financing agreements if dulwngrade occurs. APS'
nearest long term debt maturity is $400 million of unsecured
notes due October 201 l. APS' near term financing needs also
include apprnudMately $200 million .of variable rate pollution
control bonds supported by letters of credit that expire 'm
August (550 million) and October ($150 million)2010.

Within the tirannework of the Methodology, APS maps to a
factor within the Baa range for Factor 4 - Liquidity.

Since 2006, APS' key financial medics haveremadned rea-
socnably consistent and generally fall within the mid-to-upper
range of metrics for Baa rated electric utilities. In 2008 and
2009, cash How metrics were very strong, reflecting the
impact of cash collected for fuel and purchased power
expenses incurred 'm prior years that had previously been
deferred. This performance is not expected to be sustained.
Going forward and based on its recent rate decision, APS'
credit metrics are expected to weaken modestly reflecting a
more sustainable Ievd of cash flow, a continuation of signifi-
cant capital expenditures and higher interest expense, though
APS has also committed to modestly reduce operating
expenses as part of its rate settlement. APS' metrics are
expended continue to map to the mid-to-upper Baa rating
range. In general, Moody's would look for APS to have inan-
cid men-ics that are somewhat stronger than caunperably
rated utility operating companies that operate 'm regulatory
environments that have historically been more suppzmivc of
credit quality

Rating Ouuuax

The stable outlook rellecrts APS' predominately regulated
call flaws and Moody's view that its credit metrics are likely
to be sustainable at a level appropriate for the current ratings.
The outlook assumes APS' will be reasonably successful in
managing its regulatory relationships and that capital expen-
dimres will be financed in a balanced manner with a goal of
maintaining or improving APS' current position of financial
strength. V

Primary subsidiary ofPinnac]e West
What Could Change the Rating - Up
APS' rating is not likely to be revised upward in the near-to-
medium term.

Pinnacle, Aps' parent com , conducts a modest amount
of nun-regudated activities in¢ ng sales of energy related
services and real estate development through subsidiaries
including Suncor Development Company (SunCor). Almost
all of Pinnacle's cash from operations is generated by APS and
Pinnacle is in the process of exiting its non-regulated busi-
nesses, which m°ll moderately reduce Pinnacle's business risk.
The parent company also maintains a modest amount of
leverage with holden company debt equaling appruariinately
5% of consolidated debt. -

Longer term, an upgrade could be possible if
dare is an increase in supportive regulatory treatment result-
ing in material, timely rate increases, or if there an material
reductions 'm mats or leverage such that Moody's could antic-
ipate key Enaneial ratios improving significantly Hmmm their

could be maintained in the mid-twenty parent range, there
could be upward pressure 011 the rating..

current levels, if for example, a ratio of CFO pre -WC I debt

Liquidity profile

APS' cash Hows and credit facilities gaierally are a stable
source of liquidity. In 2009, APS' cash from operations cov-
ered all omits $711 million of capital expenditures and $170
million of diw'den<ls to Pinnacle. Capital expenditures are
expected to be in the range of$900 million - $1 billion annu-
ally over the near-term, Capital expenditures are expended m
be financed with a combination of inuemal and external
sources including periodic equity injections from Pinnacle.

What Could Clmngathe Rating - Down

A downgrade could result if regulatory lag for capital spend-
ing becomes more pronounced, or if Pda Verde experiences
an extended outage and APS is unable to recover, in a timely

result. A downgrade could result if Moody's experts a sus-
tained weakening ofiiuancial metrics, iffier example, the ratio
of CFO pre -WC I debt would remain in the mid-teens for 'an

extended period.

manner, higher maintenance and purchased poller costs as a
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Arizona Public Sewioé Company

Ala Al A B88

x

Ba
x

B

x
x

x
x
x
x

Rlgllatvd Eluctlic and Go Utilities
Fader 1: Regulatory framework (25%)
Factor 2: Ablllty to Remus' Costs and Earn Returns (25%)
Factor 3: Divusificatltm (10%)
a) Market Position (5%) .
b) Generation and Fuel Diversity (5%)
Faanur 4: Financial Strength. Llquidlty & Financial Metrics
(40%)
a) Llquldlty (18%)
b) CFO pre-WC + Inierestl Interest (7.5%) (tyr Avg)
c) CFO pre-WC / Debi (7.5%) (tyr Avg)
d) CFO pre-WC ~. Dwlaends/ Debt (7.5%) (ay" Avg)
e) Debt/ Capitalization or Debt/ RAV.(7.5%) (tyr Avg)
Rating:
a) Methodology implied Senlor Unsecured Rating
b) Actual Senior Unsecured Rating

X

au f
Baa2

s
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Pinnacle West Capital Corp0ration - DRAFI - In Progress or Approved Version
UnitedStates

I

Cawunnn
Outlook
Issuer Rating .
Sr Llnsec Bank Credit Facility
Senior Unsecured Shelf
Subardinaxe shelf

now-dva Mme
Stable
Baan
Baan

(P)Baa3
(P)Ba1

Preferred Shelf
Cummerclal Paper
Anna-=
Laura SchumacherINew York
Wllllam L. HesslNew York

(P)Ba2
P-3

Ptnne
212.553 .3853
212.553 .3837

Pinnacle Wast Capital Corporation
acTuAI.s 2009 zoos 2001 zoos
[CFO Pre-»W!C + Interest) I lnteuast Expense[1][z] 5.1: 4.9x 4.1: 4.2x
(C FO Prs-WIC) f DSbII2] 24.1% 22.5% 17.7% 18.9%
(CFO Pre-WIC . Dividends) / Deuu21 19.9% 18.5% 13.0% 14.1%
Debt/ Bock Capitalization 50.1% 49.5% 48.5% 41.4%
[1] CFO pa-WIC. whim is also tewfvea lo as FFO In the Global nnguumeu Eeclrlc Uulmu Rntlng MatI1o¢1ologllL is equal lo nm cashlluw hum upafntlnns less ne: chess In wufklng oaplml
liens [al Changes In risk management and trading asses and llablllles are eluded from CFO Pls-w/C

Rating Drlvars ability to earn reasonable remens has been limited due to sis-
nilicant regulatory lag.

Predc=mlu1ant1y regulated operations of slxbsidisuies

Regulatory supportivcncss increasing, though lag persists

Reduced business risk with planned exit Bum jugulated
businesses

Appropriate Financial metrics

The ACC has generally taken a year and a half to two years
to render decisions in Aps' rate cases. In its most recent case,
which was Hied in March 2008 and revised injure 2008 to
induce a December 31, 2007 met year; a senclexnent was
reached injure 2009; however, the ACC did not render its
dcéision until late December 2009 after receiving the recom-
mendation of its administrative law judge and conducting a
full set of hearings, Although, in its December 2009 order, the
ACC did allow the inclusion of certain post-tes:-year invest-
ments made through ]the 30, 2009, generally the length of
time required by the rate decision process coupled with die
use of a histoNctest year means that rates may reflect a rate
base that is more than two years old.

Corporate Profile

.Pinnacle West Cupid Corporation (Pinnacle: Baa! senior

unsecured, stable) is a holding company whose principal sub-
sidiary, Arizona Public Service Corporation (APS: Baan senior
unsecured, stable), is avenically integrated electric utility that
provides electric service to most of the scare ofAdzona with
.the major exceptions of about one-half of the Phoenix mea°o-
politan area and the Tucson metropolitan area. Pinnacle is
currently in the process of suhstnntidly exiting its ml estate
and other non-regulated businesses.

DETAILED RATING conslnmArlons

APS had intended no continue to File frequent me cases in
an effort to minimize regulatory lag; however the ACC's
rec mt decision included approval of a rm case filing plan 'm
which APS is prohibited from Being its next two general rare
cases until on or before jure 2011 and June 2013. The plan
also includes an agreement to use good faith to process these
subsequent rate cases within twelve months of sufficiency
findings from the ACC star which is generally expcaed to
occur within 30 days after filing.Predominantly regulated operations at suhddiazies

Pinnacle currently derives almost all omits operating cash
flow &om its regulated electric utility subsidiary APS. Histor-
ically, Pinnacle erg;lgod in a modest amount oran-regulated
activity including s cs of energy-related products and scr-
vices and commercial and residential real estate development
pcrinnadly 'm Arizona and the western U.S. Pinnacle is in the
process of substantially exiting its real estate development
business and intends to focus on its regulated operations at
APS.

The significant regulatory lag, continued uncertain timing
of rate case resolutions, and the tendency for rate cases to
become platforms for political agendas, causes Pinnacle to
map to a rating Bictor in the Ba rangefor its Regulatory
Frameworkwithdn Moodyk Rating Methodology for Regt-'
lated Electric and Gas Utilities (the Methodology) which is
below the Baa average for the regulated utility industry in the
U.s .

Improved con recovery

Regulatory supportivemss increasing but regulatory pro-
cess still lengthy and lag persists

APS' operations are regulated by the Ari zoner Corporation
Commission (ACC), an elected commission that has tended
to render its decisions aftefprolonged consideration. APS has
generally been awarded rehdvelyIeasonable ROEs and
equity ratios includingkm 11% ROE and a SO .8% equity ratio
as part omits $207.5 million net base rate increase in its
December 2009 order (75% of its request). However, APS '

Although regulatory 1ag continues, APS' currently benefits
from several mechanisms that allow its rates to be adjusted
outside of a genes race case. Moody's gtmerally views these
mechanisms as being supportive of credit quality as they tend
to result in a more timely recovery of costs. APS' rates are
adjusted annually for its projected libel and purchased power
costs and it has adjustment mechanisms that allow the utility
to recover its costs for renewable energy, eflidency and
demand side management programs. Transmission costs are
recovered through a transmission cost adjustor which resets

• 1 9
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annually based ea changes in APS' Federal Energy Regula-
tory Commission (FERC) approved foxmula based taxis%.
APS is also able ea recover ye com for new customer hoolmps
via line tension payments 'lam customers dlrougll revenue.

Within the framework of the Methodology, Pinnacle maps
to a rating factor in the Baa range for Factor 2: Ability to
Reccvvnr Costs and Earn Returns.

Low customer growth in service territory

Pinnacle's utility opemtzions are conducted throughout a
majority of Arizona including sig'niEcant pans of metropoli-
tan Phoenix. As such, within the framework of the Methodol-
ogy, for Factor 3: Diversiicadon - Market Position, Pinnacle
maps no a rating factor in the Baa range. Customer growth is
expected to remain at 1-1 .5 % over the near-term. The slower
customer growth, compared to 3 % levels seen during 2006-
2008, has redUced the growth in APS' capital expenditures
which in tum reduces its Balancing requirement and regula-
tory lag.

Lupulry Flbllb
As a holding cumpauqg Pi:nlnack'l primary source of liquidity
is the dividends it receives frnmn its operating snhcidiiuis.
Reemtly dividends have cams almost entirely fxumn lm utility
subsidiary, APS. m 2009 APS' dividends of$170 million calv-
ered appruumhmately90% of Pinnacle's parent level inquest
expenses of appxuudIna\:ely$I4 million and common mock
dividends of . My s20s million. The amdalu was
funded of DRIP equity and
alma-num Enaucing. Ovelr the last several years, APS lm
paid dividmnk no Pinnacle of $170 million -=-nu-43 Going
EUIWIIIL M°°4y'= anticipates APS' annual dividzn wil l
incense mmeilllalt, but will guludly rennin in line with its
current payout tin.

Pinnacle's short~t1erm liquidity sources include a commer-
dal pa Er program sized at $200 million. The pro is sup-
ponedPby a $200 million revolving credit facility at expires
February2013. As ofDe¢:e1nber 31, 2009, Pinnacle had
approximately $149 million of short-term borrowings and
appraucimately $17 million of cash on hand .

Reasonably diverse regulated generation capacity

Pimlacle's utility operations benefit from a fairly diverse,
low-cost generation fleet including 1,747 MW of coal capac-
ity and 1,146 MW ofnuclear mpddty which in 2009 provided
apprcdmanely 36% and 26% respecthrely he wma! energy
needs. Pinnacle maps to a Eacnor within the Baa range for Fan-
tor 3: Diversification - Generation and Fuel .

APS also has its own $250 million commercial paper pro-
gram that is supported by two omits own committed lines of
credit totaling $1 billion, a $500'milliocn line that expires in
December 2011 and a $500 million line that expilres in Febru-
ary2013 (cummitmenuz totaling about $11 million from Leh-
man Bmtixczrs are no longer available). As of December 31,
2009, APS had no borrowing borrowings under its credit
Facilities and S121 million of cash on hand.

Financial Metrics The credit agreements for both Pinnacle and APS have one
financial covenant that requires the ratio of debt to total capi-
talizaticm not exceed 65 %. On December 31, 2009, total debt
to total capitalization was appmudmately 52% for Pinnacle.
None of the credit agreements for Pinnacle or APS require a
Material Adverse Change (MAC) representation for revolver
borrowings or rating triggers [Br early repayment though
interest costs may increase under various Enandng agree-
ments if a downgrade occurs.

Since 2006, P`mna4:le's financial metrics have been reason-
ably consistent and generally Bill within the mid-to-upper
range of the credit metrics for Baa rated electric utilities. In
2008 and 2009, cash How metrics were very strong, rebooting
the impact of cash collected for Fuel and purchased power
expenses incurred in prior years that had previously been
deferred. This pedbmiance is not expected to be sustained.
Going forward and based on APS' recent rate decision, Pin-
nac1e's metrics are aqaccned to weaken modestly, redecdng a
more sustainable level of cash How, a continuation of signiN-
cant capital expenditures and higher interest costs. Pinnacles
metric are expected to map within the mid-Baa rating range.
The Baan rating for Pinnacle's senior unsecured debt also
reflects its structurally subordinate position vis-5-vis debt at
APS. In general, Moody's would look for Pinnacle to have
Enandal metrics dm are somewhat stronger anan comparably
rated utility parent companies that operate in more support-
ive regulatory environments.

SucCor's primary credit facility is a $125 million secured
revohdng facility that was scheduled to terminate February l,
2010. The balance of loans outstanding under this fadliry has
been reduced m approxnilnately $60 million and S1mCor con-
tinues m work with ins lenders on an Ag-reanenr to extend the
time for repayment of the outstanding loans. The SucCor
loans are secured by spedHc interests in land, commercial
properties, land contracts and/or homes under construction
and are non-recourse to Pinnacle.

Exiting non-regulated businesses
APS is expected co Enanoc its capital expenditures from

inwnal and extciuual sources, including equity infusions firm
Pinnacle. As part ofAPS receNt rate case sctxiexncnt, Pinnacle
agreed to 'mfnsc $700 million ofequity into APS fromjune 1,
2009 through December 31, 2014.

Pinnacle's nearest lung neon debt maturity is $175 million
of 5.91 % senior unsecured notes at the parent level dm
mature February2011. Within :he framework of the Method-
ology, Pippa maps to a factor within the Baa range for Fac-
tor 4 - Liquidity.

SucCor Development Company (SucCor), Pinnacle's real
estate development subsidiary, has been significantly
impacted no the real estate markets in the western real estate
markets. Pinnacle is in the process of eating the real estate
development business and has already divested several of Sun-
Cor's properties. This moderately reduces Pi1nnacle'S overall
business risk. After pre-tax 2009 impairment charges of
approximately $266 million, the book value of Pinnacle's
investment in SucCor as of December 31, 2009 was approxi~
mutely $123 million; also as of December, SucCor had
approximately $100 million of debt outstanding under its
credit facilities which is secured by its properties and is non-
recourse to Pinnacle. PinNacle generated approximately $43
million of proceeds from real estate investments in 2009.

Ratlng Outlook

The stable outlook for Pinnacle reflects the name of APS'
predominately regulated ash flows and Moody's view that
Pinnacle's cash How financial metrics are likely to be sustain-
able at a level apiaropriane for the current ratings. The outlook
assumes APS wt lie reasonably successful in managing its

a 2 I
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regulatory relationships and that capital expenditures will be
financed in a baWled manner with a goal ofmaintaining or
improving Pinnadc's current position of financial strength.

What Could Change the Rating - Down

White Could Change the Ratlng - Up

Pinnacle's rating is not likely to be revised upward in the
near-to-medium term. Longer term, if there is an increase in
supportive regulatory treatment at APS resulting in material,
timely rate increases, or if there were to be material reduc-
tions `m costs or leverage such that Moody's could anticipate
key financial ratios improving significantly from their current
levels, if for example, a ratio of CFO pre -WC I debt could be
maintained in the low twenty percent range, there could be
upward pressure on the rating.

A downgrade could result ifAps' regulatory lag' for capital
spending becomes more pronounced, or if Palo Verde experi-
ences an extended outage and APS is unable to recover, in a
timely manner, higher maintenance and purchased power
costs as a result. A downgrade could result ifMoody's expects
a sustained weakening of Enlsundal metrics, if for example, the
ratio of CFO pre -WC / debt would remain in the low-tems
for an extended period. A downgrade could also result if there
were to be an increase in Pinnacle's consolidated business risk
profile; if for example, it were to materially resume its non-
regulated investment or commitments.
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Pinnacle Welt Capital Corporation

Ala Al A Baa Ba
x

B

x

x
x

x

x

x

x

Regulated Electric and Gas undies
Faaof 1: Regulatory Framework (25%)
Factor 2: Ability lo Recover Cass and Earn Returns (25%)
Facer 3: Dlverslticatlori (10%)
a) Marko Position (5%)
b) Generation and Fuel Dlve'sity (5%)
Factor 4: Financier! Snengm. Liquidity s. Financial Metrics
(40%)
a) liquidity (10%)
b) CFO pre~WC + Interest I interest (7.5%) (tyr Avg)
c) CFO pre~WCI Debt (7.5%) (tyr Avg)
dl CFO pre-WC - Dividends I Debt (7.5%) (tyr Avg)
e) Debt / Capitalization or Debt/ RAV (7.5%) (Sir Peg)
Rating:
a) Methodology Implied Senior Unsecured Rating
b) Actual Senior Urlsecured Rating

x
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McGill, James Tlz11171 I

From :
Sent:
To'
Subject:

Schumacher, Laura [Laura.Schumacher@moodys.com]
Wednesday, February 24, 20108:59 AM
McGill, James T(Z71171 )
Credit Opinions

Hello Jim, just checking in. Did you receive the draft credit opinions I sent on Monday...or did they perhaps get stuck in
your firewall? Do you think you may have comments to us today?

Thanks,
Laura

Laura J.K. Schumacher
Vice President / Senior Analyst
Global Infrastructure Finance
Power/ Utilities - Americas
212.553.3853 tel
212.298 6316 fax
laura.§chumacher@moodvs.com

Moody's Investors Service
7 World Trade Center
250 Greenwich Street
New York, NY 10007
www.moodys.com

The information contaiNed in this email message, and any attachment thereto, is confidential and may
not be disclosed without our express permission. If you are not the intended recipient or an employee or
agent responsible for delivering this message to the intended recipient, you are hereby notified that you
have received this message in error and that any review, dissemination, distribution or copying of this
message, or any attachment thereto, in whole or in part, is strictly prohibited. If you have received this
message in error, please immediately notify us by telephone, fax or e-mail and delete the message and all
of its attachments. Thank you. Every effort is made to keep our network free from viruses. You should,
however, review this e-mail message, as well as any attachment thereto, for viruses. We take no
responsibility and have no liability for any computer virus which may be transferred via this e-mail
message.
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McGill, James T1z71171 )

From:
Sent:
To:
Subject:

McGill, James T(Z71171)
Wednesday, February 24, 2010 9:18 AM
'Schumacher, Laura'
RE: Credit Opinions

Laura,
I did receive them. We will get back to you today.

Jim

.m--»~»~»-.¢»»t»~---ff

From: Schumacher, Laura [mailto:Laura.Schumacher@moodys.com]
Sent: Wednesday, February 24, 2010 8:59 AM
To: McGill, James T(Z71171)
Subject: Credit Opinions

Hello Jim, just checking in. Did you receive the draft credit opinions I sent on Monday...or did they perhaps get stuck in
your iirewdl? Do you think you may have comments to us today?

Thanks,
Laura

Laura J.K. Schumacher
Vice President / Senior Analyst
Global Infrastructure Finance
Power/ Utilities - Americas
212.553.3853 tel
212.298 6316 fax
laura.schumacher@moodvs.com

Moody's Investors Service
7 World Trade Center
250 Greenwich Street
New York, NY 10007
www.moQ_dys.com

The information contained in this e-mail message, and any attachment thereto, is confidential and may
not be disclosed without our express permission. If you are not the intended recipient or an employee or
agent responsible for delivering this message to the intended recipient, you are hereby notified that you
have received this message in error and that any review, dissemination, distribution or copying of this
message, or any attachment thereto, in whole or in part, is strictly prohibited. If you have received this
message in error, please immediately notify us by telephone, fax or e-mail and delete the message and all
of its attachments. Thank you. Every effort is made to keep our network free from viruses. You should,
however, review this e-mail message, as well as any attachment thereto, for viruses. We take no
responsibility and have no liability for any computer virus which may be transferred via this e-mail
message.
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McGill, James Tlz111112

From:
Sent:
To:
Subject:

Schumacher Laura [Laura.Schumacher@moodys.com]

McGill, James T(Z71 171 ).
RE: Credit Opinions

Wednesday, February 24 2010 11:07 AM

Thank you.

-----Griginal Message-----
From: James.MCgill@ pinnadewest.com [mailto'James.Mcgill@pinnaclewest.com]
Sent: Wednesday, February 24, 2010 11:18 AM
To: Schumacher, Laura
Subject: RE: credit Opinions

Laura,
I did receive them. We will get back to you today.

Jim

From: Schumacher, Laura [mailto:Laura.Schumacher@moodys.com]
Sent: Wednesday, &bruan24, 2010 8:59 AM
To: McGill, Jamb T(Z71171)
Subject: Credit Opinions

Hello Jim, just checking in. Did you receive the draft credit opinions I sent on Monday...or did they perhaps get
stuck in your firewall? Do you think you may have comments to us today?

Thanks,
Laura

»

Laura J.K. Schumacher
Vice President/ Senior Analyst
Global Infrastructure Finance
Power / Utilities - Americas
212.553.3853 tel
212.298 6316 fax
laura,schumacher@moodvs.com

Moody's Investors Service
7 World Trade Center
250 Greenwich Street
New York, NY 10007
www.moodys.com

The information contained in this e-mail message, and any attachment thereto, is confidential and
may not be disclosed without our express permission. If you are not the intended recipient or an
employee or agent responsible for delivering this message to the intended recipient, you are
hereby notified that you have received this message in error and that any review, dissemination,
distribution or copying of this message, or any attachment thereto, in whole or in part, is strictly
prohibited. If you have received this message in error, please immediately notify us by telephone,
fax or e-mail and delete the message and all of its attachments. Thank you. Every effort is made to
keep our network free from viruses. You should, however, review this e-mail message, as well as
any attachment thereto, for viruses. We take no responsibility and have no liability for any
computer virus which may be transferred via this email message.
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Email Firewall made the following annotations
-------.. -_------¢----_--~--»---_-..-------..,-------_----..------ -..- ---

--- NOTICE ---
This message is for the designated recipient only and may contain confidential, privileged or proprietary
information. If you have received it in error, please notify the sender immediately and delete the on'ginal
and any copy or printout. Unintended recipients are prohibited from malting any other use of this e-mail.
Although we have taken reasonable precautions to ensure no viruses are present in this e-mail, we accept
no liability for any loss or damage arising from the use of this e-mail or attachments, or for any delay or
errors or omissions in the contents which result from e-mail transmission.
..-__ -»--.. -_------...-------»_--~----_--_---_-----~------------_---------
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mcGill, James T(z71171 )
l

From:
Sent:
To:
Subject:

McGill, James T(Z71171 )
Thursday, Februa'y 25, 2010 9:45 AM
'BeltirIelli, Antonio'
S&P Presentation February 2010

S8lP presenmtign
February 2010...

~.1
e.:1;£b'1

1
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McGill, James T(z111711

From:
Sent:
Cc:
Subject:
Attachments :

Bettinelli, Antonio [Antonio__Bettinelli@standardandpoors.com]
Thursday, February 25, 2010 11:13 AM
Salting, Anne
S&P Purchased Power Information Request
S&P PPA Request FEB2010.xls

lam currently in the process of updating annual off balance sheet debt adjustments and need your current purchased
power contract information. This year I've packaged the request into a standardized template to avoid follow up calls for
additional information and potential errors derived from data being presented in a non-standard format. Please complete
the attached template with your updated purchased power contract information. If you have already send your information
in a different format, l hope you won't mind converting it to template format. Let me know if you have any questions. Thank
you.

Tony Bettinelli
Associate
U.S. Utilities & Infrastructure
Standard a Poor's Corporate Ratings
San Francisco, CA
(415)371-5067
tony bettineHi@sando.com

Register now for Standard & Poor's 17th Annual Utility Conference on March 18, 2010 In New York. The invitation
can be accessed by clicking onwww.events.standardandpoors.comlutiiity

The information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may
otherwise be privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an
employee or agent responsible for delivering this message to the intended recipient, please be aware that any dissemination or copying of this
communication is strictly prohibited. if you have received this communication in error, please immediately notify us by replying to the
message and deleting it from your computer. The McGraw-Hlll Companies, Inc. reserves the right, subject to applicable local law, to monitor
and review the content of any electronic message or information sent to or from McGraw-Hill employee e-mail addresses without informing
the sender or recipient of the message.
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McGill, James Tlz71171)

From'
Sent:
Subject:

Hickman, Rebecca (248875)
Wednesday, March 03, 2010 7:52 PM
PNW/APS: News Release Regarding AZ Sun Program Approval

We issued a press release regarding approval of the AZ Sun Program today by the Arizona Corporation Commission.
The tend of the release is included below in this e-mail.

As always, if you have any questions about this development or need any other information about our company, please
contact me.

Sincerely
Z'ec»€y
Rebecca L. Hickman
Director of Investor Relations | Pinnacle West Capital Corporation
Two Arizona Center l 400 North 5th Street I station 9998 I Phoenix, Az 85004
Office e02-250-5ee8 I Fax 602-250-2789 i Email rhickman@pinnacleviestcom

ARIZONA CORPORATION COMMISSION APPROVES Az SUN PROGRAM

PHOENIX - With the approval today by the Arizona Corporation Commission of the AZ Sun program, Arizona Public
Service took a major step forward in increasing its ability to deliver solar energy to customers.

Through the expected four-year life of the program, APS plans to invest up to $500 million for 100 megawatts of turn-key
photovoltaic power plants across Arizona. Developers will be selected to build the plants, which APS will own. The plants
will be selected through competitive procurement processes.

"Az Sun is good for customers and good for solar power in Arizona," said APS President Don Robinson. "To meet the
growing energy needs of customers, we continue to seek the most effective ways to add renewable energy to our energy
supply portfolio." APS's renewable portfolio is expanding rapidly, growing from less than one MW in 2001 to more than
245 MW today. This is enough energy to meet the needs of more than 60,000 homes.

The Company's Jan. 27, 2010. Request for Proposal for new sources of solar energy will seek to secure projects that
could fulfill the initial phase of this program. Proposals are due April 7. APS will be developing a separate plan to procure
2s MW of solar enemy from independent power providers.

Untl the time that the costs of the first so MW of the AZ Sun program are recovered in base rates, the costs will be
recovered through the existing Renewable Energy Surcharge. Costs for the remaining so MW will be recovered through
an adjustment mechanism to be determined in APS's next retail rate case. APS expects to file this case in June 2011 .

The Acc deferred a decision on the Company's Community Power Project - Flagstaff Pilot until its next regular open
meeting March 31 and April 1.

Ape, Arizona's largest and longest-serving electricity utility, serves about 1.1 million customers in 11 of the state's 15
counties. With headquarters in Phoenix. APS is the principal subsidiary of Pinnacle West Capital Corn. (NYSE: PNW)
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McGill James TIZ'/1111 I

From :
Sent:
To:
Subject:

Bettinelli, Antonio [Antonio__Bettinelli@standardandpoors.com]
Friday, March 05, 2010 10:55 AM
MCGiII, James T(Z71171 )
question

Was the Az Sun program incorporated into your recent forecast?

Tony Bettinelli
Associate
u.s. Utilities & Infrastructure
Standard 8. Poor's Corporate Ratings
San Francisco, CA
(415) 371 -5067
tony bettineIli@sandD.com

Register now for Standard & Poor's 17th Annual Utility Conference on March 18, 2010 in New York. The invitation
can be accessed by clicking on www.events.standardandpoors.comlutility

Standard & Poor's: Empowering Investors and Markets for 150 Years

-1*q1HM

The information contained In this message is Intended only for the recipient, and may be a confidential attorney-client communication or may
otherwise be privileged and confidential and protected from disclosure. If the reader of this message is not the Intended recipient, or an
employee or agent responsible for delivering this message to the Intended recipient, please be aware that any dissemination or copying of this
communication is strictly prohibited. if you have received this communication in error, please immediately notify us by replying to the
message and deleting it from your computer. The McGraw-Hill Companies, Inc. reserves the right, subject to applicable local law, to monitor
and review the content of any electronic message or information sent to or from McGraw-Hill employee e-mail addresses without informing
the sender or recipient of the message.
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McGill, James T(Z71171)

From:
Sent:
To:
Subject:

McGill, James T(Z71 171 )
Friday, March 05, 2010 11:08 AM
'Bettinelli, Antonio'
RE: question

Yes it was.

w-l1-»

From: Bettinelli, Antonio [mailto:Antonio_Bettinelli@standardandpoors.com]
Sent: Friday, March 05, 2010 10:55 AM
To: McGill, James T(Z71171 )
Subject: question

Was the AZ Sun program incorporated into your recent forecast?

Tony Bettinelll
Associate
U.S. Utilities & Infrastructure
Standard & Poor's Corporate Ratings
San Francisco. CA
(415) 371-5087
tony bettinelli@_sandp.com

Register now for Standard & Poor's 17th Annual Utility Conference on March 18, 2010 in New York. The Invitation
can be accessed by ellcking on www.events.standardandpoors.com/utility

Standard & Poor's: Empowering Investors and Markets for 150 Years

The information contained in this message is Intended only for the recipient, and may be a confidential attorney-client communication or may
otherwise be privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an
employee or agent responsible for delivering this message to the intended recipient, please be aware that any dissemination or copying of this
communication is strictly prohibited. If you have received this communication in error, please immediately notify us by replying to the
message and deleting it from your computer. The McGraw-Hill Companies, Inc. reserves the right, subject ho applicable local law, to monitor
and review the content of any electronic message or information salt No or from McGraw-Hill employee e-mall addresses without informing
the sender or recipient of the message.
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McGill, James Tlz11171?

From'
Sent:
To'
Subject:

Bettinelli, Antonio [Antonio_Bettinelli@standardandpoors.com]
Friday, March 05, 2010 11:14 AM
McGill, James T(Z71171 )
RE: question

Thanks. Just checking.

».» ~m 44.----»»»-~<»-» »~ \.

From: James.MCgill@pinnaclewest.com [mailto:James.McgiII@pinnaclewest.oom]
Sent: Friday, March 05, 2010 10°08 AM
To: Bettinelli, Antonio
Subject: RE: question

Yes it was.

»»¢.-»»» ~~
¢~ »~ u» 111\¢1nl=Aw ,~»-.-w

From' Bettinelli, Antonio [mailto:Antonio_Bettinelli@standardandpoors.com]
Sent: Friday, March OS, 2010 10:55 AM
To: McGill, James T(Z71171)
Subject: question

Was the Az Sun program incorporated into your recent forecast?

Tony Bettinelli
Associate
U.S. Utilities 81 Infrastructure
Standard & Poor's Corporate Ratings
San Francisco, eA
(415)371 -5067
tony lpettir1elli@sandp.com

Register now for Standard & Poor's 17th Annual Utility Conference on March 18, 2010 in New York. The invitation
can be accessed by clicking on .events.standardandpoors.comlutility

Standard & Poor's' Empowering Investors and Markets for 150 Years

The information contained in this message is Intended only for the recipient, and may be a confidential attorney~cllent communication or may
otherwise be privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an
employee or agent responsible for delivering this message to the intended recipient, please be aware that any dissemination or copying of this
communication is strictly prohibited. if you have received this communication in error, please immediately notify us by replying to the
message and deleting it from your computer. The McGraw-Hill Companies, Inc. reserves the right, subject to applicable local law, to monitor
and review the content of any electronic message or information sent to or from McGraw-Hill employee e-mail addresses without informing
the sender or recipient of the message.

~ » ~m~~. » . ....- »et-If *wnw4u4 unw ianeuuun»ne1wr»v»

Email Firewall made the following annotations
- - - - - - - - - . - - - - _ . . - - - . . . - -  - - - _ . . . . - - - - - - -  - _ - ¢ - - - - __. . . . . . - . . - - - _ - - - - - - - ¢ - - - - - - - -

NOTICE
This message is for the designated recipient only and may contain confidential, privileged or proprietary
information. If you have received it in error, please notify the sender immediately and delete the original and
any copy or printout. Unintended recipients are prohibited from making any other use of this e-mail. Although
we have taken reasonable precautions to ensure no viruses are present in this e-mail, we accept no liability for
any loss or damage arising from the use of this e~mail or attachments, or for any delay or errors or omissions in
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the contents which result Hom e-mail transmission.
..-------...---..- -~...---- /.---------¢»-_--------- ---..-----__--..------..---..
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McGill, James T(z71171?

From :
Sent:
Subject:

Higuchi, Dene C(Z05435) on behalf of Hickman, Rebecca (Z46875)
Monday, March 08, 2010 9:56 AM
PNWIAPS: News Release Announcing New Treasurer

Today, we issued a news release announcing the appointment of our new treasurer. The text of the release is included
below in this message.

As always, if you have any questions about this appointment or need other information about our company, please
contact me.

Sincerely,

$'ec£y
Rebecca L. Hickman
Director of Investor Relations | Pinnacle West Capital Corporation
Two Arizona Center I 400 North sch Street I Station 9998 I Phoenix, Az 85004
Office 602-250-5668 1 Fax 802-250~2789 | E-mail rhickman@pinnadewest.com

PINNACLE WEST CAPrrAL APPOINTS NEW TREASURER

PHOENIX - Pinnacle West Capital Corporation (NYSE: PNW) today announced the appointment of Lee R. Nickloy as
Vice President and Treasurer of Pinnacle West and its principal subsidiary, Arizona Public Service Company, effective
April 1, 2010.

With more than 20 years of energy industry experience, Nickloy, 43, comes to Pinnacle West from St. Louis-based
Ameren Corporation, a utility holding company serving more than 2.4 million electricity and almost 1 million natural gas
customers in Missouri and Illinois. Nickloy joined Ameren in 1998 and most recently served as Assistant Treasurer and
Director of Corporate Finance. Prior to that time, he worked in a number of progressively responsible positions with other
energy-related companies.

Nickloy will report to Pinnacle West Senior Woe President and chief Financial OfficerJim Hatfield.

'We are pleased to bring aboard a professional of Lee's caliber. He brings to our organization extensive knowledge and
experience in the financial markets and will be a key contributor in supporting our corporate objectives," Hatfield said.
"Lee's experience in developing and maintaining key relationships in the financial community will help Pinnacle West
successfully navigate today's challenging business and financial conditions on behalf of our shareholders and customers."

Nickloy has a B.S. degree from Christian Brothers University in Memphis, Tenn., with an emphasis in economics and
finance.

Pinnacle West is a Phoenix-based company with consolidated assets of about $12 billion. Through its subsidiaries, the
Company generates, sells and delivers electricity and sells energy-related products and services to retail and wholesale
customers in the western United States.

-30-
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McGill, James Tlz11171)

From:
Sent:
To:
Subject:

Bettinelli, Antonio [Antonio_BettineIli @standardandpoors.com]
Tuesday, March 09, 20104:58 PM
McGill, James T(Z71171 )
RE: S&P Purchased Power Information Request

Jim,
Did your team have a chance to update our PPA request? Be sure to indicate which payments are capacity and which are
estimated energy (or proxy capacity)? l've noticed that some of the survey responses have omitted this. Thanks.

Tony

=-m _ >&4 Nu nn

From: Bettinelli, Antonio
Sent: Thursday, February 25, 2010 10:13 AM
Cc: Setting, Anne
Subject: S&P Purchased Power Information Request

I am currently in the process of updating annual off balance sheet debt adjustments and need your current purchased
power contract information. This year l've packaged the request into a standardized template to avoid follow up calls for
additional information and potential errors derived from data being presented in a non-standard format. Please complete
the attached template with your updated purchased power contract information. if you have already send your information
in a different format, I hope you won't mind converting it to template format. Let me know if you have any questions. Thank
you .

Tony Bettinelli
Associate
U.S. Utilities & Infrastructure
Standard & Poor's Corporate Ratings
San Francisco, CA
(415)371 -5067
tony bettinelli@sandp.com

Register now for Standard & Poor's 17th Annual Utility Coherence on March 18, 2010 in New York. The invitation
can be accessed by clicking onwww.events.standard~ ndpoors.com/utility

Standard & Poor's' Empowering Investors and Markets for 150 Years

The information contained In this message is intended only for the recipient, and may be a confidential attorney-client communication or may
otherwise be privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an
employee or agent responsible for delivering this message to the intended recipient, please be aware that any dissemination or copying of this
communication is strictly prohibited. If you have received this communication in error, please immediately notify us by replying to the
message and deleting it from your computer. The McGraw-Hill Companies, Inc. reserves the right, subject to applicable local law, to monitor
and review the content of any electronic message or information sent to or from McGraw-Hill employee e-mail addresses without informing
the sender or recipient of the message.
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McGill, James T(z71171)

From:
Sent:
To:
Subject:
Attachments'

McGill, JamesT(Z71171)
Wednesday, March 10, 2o10 8:10 AM
'Bettinelli, Antonio'
RE: sap Purchased Power information Request
SP PPA Request FEB2010.xIS

Here you go.

Jim

From: Bettinelli, Antonio [mai1to:Antonio__Bettine1li@standardandpoors.com]
Sent: Tuesday, March 09, 2010 4:58 PM
To: McGill, James T(Z71171)
Subject: RE: S&P Purchased Power Information Request

Jim,
Did your team have a chance to update our PPA request? Be sure to indicate which payments are capacity and
which are estimated energy (or proxy capacity)? I've noticed that some of the smokey responses have omitted
this. Thanks.

Tony

From: Bettinelli, Antonio
Sent: Thursday, February 25, 2010 10:13 AM
Cc: Setting, Anne
Subject: S&P Purchased Power Information Request

I am currently in the process of updating annual off balance sheet debt adjustments and need your current
purchased power contract information. This year I've packaged the request into a standardized template to avoid
follow up calls for additional information and potential errors derived from data being presented in a non-
standard format. Please complete the attached template with your updated purchased power contract
information. If you have already send your information in a different format, hope you won't mind converting
it to template format. Let me know if you have any questions. Thank you.

Tony Bettinelli
Associate
U.S. Utilities 8¢ Infrastructure
Standard & Poor's Corporate Ratings
San Francisco, CA
(415)371 -5067
tony bettingelli@sandn.com

Register now for Standard & Poor's 17th Annual Utility Conference on March la, 2010 in New York. The invitation
can be accessed by clicking onwww.events.standardandpoors.¢;omlutility

Standard 8. Poor's: Empowering Investors and Markets for 150 Years
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The infonnation contained in this message is intended only for the recipient, and may be a confidential attorney-
client communication or may otherwise be privileged and confidential and protected from disclosure. If the
reader of this message is not the intended recipient, or an employee or ageuit responsible for delivering this
message to the intended recipient, please be aware that any dissemination or copying of this communication is
strictly prohibited. If you have received this communication in error, please immediately notify us by replying
to the message and deleting it from your computer. The McGraw-Hill Companies, Inc. reserves the right,
subject to applicable local law, to monitor and review the content of any electronic message or information sent
to or from McGraw-Hill employee e-mail addresses without informing the sender or recipient of the message.
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McGill, James Tlz11171 )

From:
Sent:
To:
Subject:

Bettinelli, Antonio [Antonio._Bettinelli@standardandpoors.com]
Wednesday, March 10, 20109:45 AM
McGill, James T(Z71171 )
RE: ss.p Purchased Power information Request

Thanks Jim!

From: James.MCgill@pinnadewest.com [mai¢to:James.MCgill@pinnadewest.com]
Sent: Wednesday, March 10, 2010 7:10 AM
To: Bettindli, Antonio
Subject: RE: s&p Purchased Power Information Request

Here you go.

Jim

From: Bettinelli, Antonio [mailto:Antonio_Bettine1li@standardandpoors.com]
Sent: Tuesday, March 09, 20104:58 PM
To: McGill, James T(Z71171)
Subject: RE: S&P Purchased Power Information Request

Jim,
Did your team have a chance to update our PPA request? Be sure to indicate which payments are capacity and
which are estimated energy (or proxy capacity)? I've noticed that some of the survey responses have omitted
this. Thanks.

Tony

.I l

From: Bettinelli, Antonio
Sent: Thursday, Febmary 25, 2010 10:13 AM
Cc: Salting, Anne
Subject: S&P Purchased Power Information Request

I am currently in the process of updating annual off balance sheet debt adj vestments and need your current
purchased power contract information. This year I've packaged the request into a standardized template to avoid
follow up calls for additional information and potential errors derived from data being presented in a non-
standard format. Please complete the attached template with your updated purchased power contract
information. If you have already send your irdormation in a different format, hope you won't mind converting
it to template format. Let me crow if you have any questions. Thank you.

Tony Bettinelli
Associate
U.S. Utilities & lnfrastrudure
Standard & Poor's Corporate Ratings
San Francisco, CA
(415)371 -5067
tony bettinel1i@sandp.com
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Register now for Standard s. Poor's 17th Annual Utility Conference on March 18, 2010 In New York. The Invitation
can be accessed by clicking on www.events.standardandpoors.comlutility

Standard & Poor's: Empowering Investors and Markets for 150 Years

:1§l\ll:sIJauu¢

The information contained in this message is intended only for the recipient, and may be a confidential attomey-
client communication or may otherwise be privileged and confidential and protected from disclosure. If the
reader of this message is not the intended recipient, or an employee or agent responsible for delivering this
message to the intended recipient, please be aware that any dissemination or copying of this communication is
strictly prohibited. If you have received this communication in error, please immediately notify us by replying
to the message and deleting it from your computer. The McGraw-Hill Companies, Inc. reserves the right,
subject to applicable local law, to monitor and review the content of any electronic message or information sent
to or from McGraw-Hill employee e-mail addresses without informing the sender or recipient of the message.
unnuu-nl»~4. .»~»~. ¢w~»~|~

Email Firewall made the following annotations
-.....-------_----__---..-_-....-__-------_..---_---..---------»-»------..._---

- - - NOTICE - - -

This message is for the designated recipient only and may contain confidential, privileged or proprietary
information. If you have received it in error, please notify the sender immediately and delete the original and
any copy or printout. Unintended recipients are prohibited from making any other use of this e-mail. Although
we have taken reasonable precautions to ensure no viruses are present in this e-mail, we accept no liability for
any loss or damage arising from the use of this e-mail or attachments, or for any delay or errors or omissions in
the contents which result from e-mail transmission.
---- --.....-..--..-~.-------_ - ..-_ ------»------ -------.------_--..-----.»¢»_--.-
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McGill, James T(Z71111 I

From:
Sent
To:
Subject:

Bettinelli, Antonio [Antonio_Bettinelli@standardandpoors.com]
Wednesday, March 31, 2010 10:53 AM
McGill, James T(Z71 171 )
Question

Do you have any senior secured debt issues at APS? We have some pollution control bonds appearing as secured in our
system.

Tony Bettinelli
Associate
U.S. Utilities 8\ Infrastructure
Standard s. Poor's Corporate Ratings
San Francisco, CA
(415) a71 -5067
tony bettinelli@sandp.com

Standard 8. Poor's: Empowering Investors and Markets for 150 Years

The information contained in mis message is intended only for the recipient, and may be a confidential attorney-client communication or may
otherwise be privileged and confidential and protected from disclosure. if the reader of this message is not the intended recipient, or an
employee or agent responsible for delivering this message to the intended recipient, please be aware that any dissemination or copying of this
communication is strictly prohibited. If you have received this communication in error, please immediately notify us by replying to the
message and deleting it from your computer. The McGraw-Hill Companies, Inc. reserves the right, subject no applicable local law, to monitor
and review the content of any electronic message or information sent to or from McGraw-Hill employee e-mall addresses without informing
the sender or recipient of the message.
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M¢Gill? James Tlz71171?

From :
Sent:
To'
Subject:

Bettinelli. Antonio [Antonio_BettineIli@standardandpoors.com]
Wednesday, March 31, 2010 10:55 AM
McGill, James T(Z71171 )
RE: Question

Thanks.

From: James.Mcgill@pinnaclewest.com [mailto:James.Mcgill@pinnaclewest.com]
Sent: Wednesday, Mardl 31, 2010 10:54 'AM
To: Bettinelli, Antonio
Subject: RE: Question

We do not. We used to have some pc bonds that had fall-away security .- they became unsecured when we
retired the last of our FMBs.

From: Bettinelli, Antonio [mailto:Antonio_Bettinelli@standardandpoors.com]
Sent: Wednesday,March 31, 2010 10:53 AM
To: McGill, JamesT(Z71171)
Subject: Question

Do you have any senior secured debt issues at APS? We have some pollution control bonds appearing as
secured in our system.

Tony Bettlnelli
Associate
U.S. Utilities & Infrastructure
Standard & Poor's Corporate Ratings
San Francisco. CA
(415)371-5067
tony bettinelli@sandn.com

Standard 8» Poor's: Empowering Investors and Markets for 150 Years

The information contained in this message is intended only for the recipient, and may be a confidential attorney-
client communication or may otherwise be privileged and confidential and protected from disclosure. If the
reader of this message is not the intended recipient, or an employee or agent responsible for delivering this
message to the intended recipient, please be aware that any dissemination or copying of this communication is
strictly prohibited. If you have received this communication in error, please immediately notify us by replying
to the message and deleting it from your computer. The McGraw-Hill Companies, Inc. reserves the right,
subj act to applicable local law, to monitor and review the content of any electronic message or information sent
to or from McGraw-Hill employee e-mail addresses without informing the sender or recipient of the message.

Email Firewall made the following annotations
---....-......---¢.- ..-».. --- --_ ----..--_- --_--4.--.---_--.---~--_---....-._------~

NOTICE
This message is for the designated recipient only and may contain confidential, privileged or proprietary
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information. If you have received it in error, please notify the sender immediately and delete the original and
any copy or printout. Unintended recipients are prohibited Rom malting any other use of this e-mail. Although
we have taken reasonable precautions to ensure no viruses are present 'm this e-mail, we accept no liability for
any loss or damage arising from the use of this e-ma1ll or attachments, or for any delay or errors or omissions in
the contents which result from e-mail transmission.
----.¢--¢»--»-..-..-..---_------..-...-- ..-....-..-------------. ---_--------..-_---
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McGill James T(z71171)

Fl'OM'
Sent:
Subject:

McCallister, Bobbe S(Z99772) on behalf of Hickman, Rebecea (Z46875)
Wednesday, March 31, 2010 2:46 PM
PNWIAPSZ 2009 Statistical Report Available On-Line

Pinnacle West's 2009 Statistical Report for Financial Analysis is now available on our website,
http://www.Dinnaclewest.com/main/pnw/irgvestorsldefault.htmI, in PDF and Excel versions. This report contains data for
2004 through 2009 to facilitate analysis. As a cost savings measure, we're only providing an electronic version of the
Statistical Report.

As always, if you have any questions or need other information about our company, please contact me.

Sincerely,

Z'eclé'y
Rebecca L. Hickman
Director of Investor Relations | Pinnacle West Capital Corporation
Two Arizona Center | 400 North 5th Street | Station 9998 | Phoenix, Az 85004
Office 602-250-5668 | Fax 602-250-2789 | E-mail rhickman@plnnacfewest.cQm
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McGill, James T(z71171 )

From :
Sent:
Subject:

McCallister, Bobbe S(Z99772) on behalf Of Hickman, Rebecca (246875)
Wednesday, April 07, 2010 1:07 PM
PNW: Press Release Announcing Common Stock Offering

Today, we issued a press release announcing our plans for a common stock offering. The te>d of our press release is
included below in this message. During the offering period, our comments will be limited to the points contained in the
press release. For additional information, please refer to the offering prospectus.

As always, of you have any general questions regarding our company, please contact me.

Sincerely

Zecfy
Rebecca L. Hickman
Director of Investor Relations I Pinnacle West Capital Corporation
Two Arizona Center I 400 North 5th Street I Station 9998 | Phoenix, Az 85004
Office 502-250-5668 | Fax 602-250-2789 | E-mailrhlckman@oinnaclewest.ccm

PINNACLE WEST ANNDUNCES PUBLIC OFFERING
oF COMMON sTock

PHOENIX - Pinnacle West Capital Corporation (NYSE: PNW) announced today that it has commenced a public offering o:
6 million shares of its common stock. The offering price of the shares will be determined by market conditions at the time o
pricing, in consultation with the undenivriters.

In connection with the offering, the Company has granted the underwriters an option for a period of 30 days to purchase u;
to an additional 900,000 shares of the Company's common stock.

Barclays Capital, Credit Suisse, BofA Merrill Lynch, and wells Fargo Securities are acting as joint book-running managers
for the transaction.

A shelf registration statement relating to the securities in this offering was previously filed with the Securities and Exchange
Commission and is effective.

This press release does not constitute an offer to sell or a solicitation of an offer to buy, nor shall there be any sale of these
securities in any state in which such an offer, solicitation or sale would be unlawful prior to registration or qualification uncle
the securities laws of any such state. The offering may be made only by means of a prospectus and a related prospectus
supplement, copies of which may be obtained when available from:

Barclays Capital Inc., c/o Broadridge Integrated Distribution Services, 1155 Long Island Ave., Edgewood, NY
11717, telephone: (888)603-5847, fax: (631)254-7140 or by e-mail at Barclaysprospectus@broadridqe.com,

Credit Suisse Securities (USA) LLC, Prospectus Department, One Madison Ave., New York, NY 10010, telephone
(800)221-1037:

BofA Merrill Lynch, Attn: Prospectus Department, 4 World Financial Center, New York, NY 10080, or by e-mail at
Prosoectus.Requests@ml.com, or

Wells Fargo Securities, Attn: Equity Syndicate Dept., 375 Park Ave., New York, NY 10152, telephone: (800)326-
5897 or by e-mail at eouitv.syndicate@wachovia.com.

Pinnacle West is a phoenix, Arizona-based company. Through its subsidiaries, the Company generates, sells and
delivers electricity and sells energy-related products and services to retail and wholesale customers in the western United
States.

_30-
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McGill, James T(z71171)

From:
Sent:
Subject:

Mccallister, Bobbe S(Z99772) on behalf of Hickman, Rebecca (Z46875)
Thursday, April 08, 2010 9:20 AM
PNW/APS: 2009 Annual Report Available On-Line

Pinnacle West's 2009 Annual Report is now available on our website,
http://www.Dinnaclewest.com/main/onw/investors/default.html.

As always, if you have any questions or need other information about our company, please contact me.

Sincerely,

Z'ec»€y
Rebecca L. Hickman .
Director of Investor Relations I Pinnacle West Capital Corporation
Two Arizona Center | 400 North 5th Street l Station 9998 | Phoenix, Az 85004
Office 602-250-5668 | Fax 602-250-2789 | E-mail rhickman@pinnaciewesLQom
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McGill, James T(Z71171 I

From:
Sent
Subject:

McCallister, Bobbe S(Z99772) on behalf of Hickman, Rebecca (246875)
Thursday, April 08, 2010 3:45 PM
PNW: Common Stock Offering Price Announcement

Today, we issued a press release announcing the pricing of our common stock offering that was launched earlier this
week. The text of the press release is included below in this message.

As always, if you have any questions about this announcement or need any other infomlation about our company, please
contact me.

Sincerely -

$'ec»é°y
Rebecca L. Hickman
Director of Investor Relations | Pinnacle West Capital Corporation
Two Arizona Center | 400 North 5th Street I Station 9998 | Phoetlx, AZ 85004
Office 602-250-5668 | Fax 602-250-2789 | E-mail rhickman@oinnaclewesLcom

PINNACLE WEST ANNOUNCES PRICING
OF COMMON STOCK OFFERING

PHOENIX - Pinnacle West Capital Corporation (NYSE: PNW) announced today the pricing of its previously announced
public offering of six million shares of common stock at $38.00 per share.

These securities will be issued under a shelf registration statement previously filed with the Securities and Exchange
Commission. The transaction is expected to close on April 14, 2010, subject to customary closing conditions.

In connection with the offering, the Company has granted the underwriters an option for a period of 30 days to purchase ur
to an additional 900,000 shares of the Company's common stock.

Barclays Capital, Credit Suisse, BofA Merrill Lynch, and Wells Fargo Securities are acting as joint book-running managers
for the transaction. investors can obtain a copy of the final prospectus supplement relating to the offering from:

Barclays Capital Inc., do Broadridge Integrated Distribution Services, 1155 Long Island Ave., Edgewood, NY
11717, telephone: (888)603-5847, fax: (631)254-7140 or by e-mail at Barclavsprosoectus@broadridae.com,

Credit Suisse Securities (USA) LLC, Prospectus Department. One Madison Ave., New York, NY 10010, telephone
(800)221-1037;

BofA Merrifl Lynch. Attn: Prospectus Department, 4 World Financial Center. New York, NY 10080, or by email at
ProsDectus.Requests@ml.com, or

Wells Fargo Securities, Attn: Equity Syndicate Dept., 875 Park Ave., New York, NY 10152, telephone: (800) aze-
5897 or by e-mail atequity.svndicate@wachovia.com.

Pinnacle West is a Phoenix~based company. Through its subsidiaries, the Company generates, sells and delivers
electricity and sells energy-related products and services to retail and wholesale customers in the western United States.
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McGill, James T(z711711

From'
Sent:
Subjeet:

Higuchi, Dene C(Z05435) on behalf of Hickman, Rebecca(Z46875)
Wednesday, April 21 , 20103:39 PM
PNW: Dividend Declaration and Earnings Conference Call/Web Cast

a

Today, we issued a press release announcing our latest dividend declaration and our 2010 first-quarter earnings release,
conference call and web cast. The text of the release is included below in this message.

As always, if you need any information about our company, please contact me.

Zecfy
Rebecca L. Hickman
Director of investor Relations | Pinnacle West Capital Corporation
Two Arizona Centerl 400 North 5th Street | Station 9998 | Phoenix, AZ 85004
Office 602-250-5668 | Fax 602-250-2789 | E-mail rhickman@pinnaclewest.oQm

PINNACLE WEST DECLARES QUARTERLY DMDEND;
ANNOUNCES FIRST-QUARTER CONFERENCE CALL

PHOENIX - Pinnacle West Capital Corporation's (NYSE: PNW) Board of Directors today declared a quarterly dividend of
$0.525 per share of common stock, payable on June 1, 2010, to shareholders of record on May a, 2010.

In addition, Pinnacle West plans to release its 2010 first-quarter results on Thursday, May 6, 2010. That same day at 12
noon (ET), the Company invites interested parties to listen to a live web cast of management's conference call to discuss
results and recent developments.

The web cast can be accessed at www.pinnaclewest.com/presentations and will be available for replay on the web site for
30 days. To access the live conference call by telephone, dial (877)356-3961 and enter Conference ID 66015030. A
replay of the call also will be available until 11 :55 p.m. (ET), Thursday, May 13. 2010, by calling (800)642-1687 in the

and Canada or (706)645-9291 internationally and entering the same Conference ID number as above.U.S.

Pinnacle West is a Phoenix-based company with consolidated assets of about $12 billion. Through its subsidiaries. the
Company generates, sells and delivers electricity and sells energy-related products and services lo retail and wholesale
customers in the western United States.

_30-
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Mceinr James Tlz111712
From:
Sent:
Subject:

Higuchi, Dene C(Z05435) on behalf of Hickman, Rebecca (Z46875)
`ITlursday, May 06, 20105:19 AM
PNW/APS: First-Quarter 2010 Eamings Helea3e

This moving, we released our first-quarter 2010 earnings. The text d our earnings release is Included below in this
message.

For your convenience, we've atfadied PDF files of our Eamings Release Kit (which contains supplemental information)
and the slides we will use during our conference call and web cast. This information is also available on our web site,
www.pinnaclewest.comAnvestors.

Conference Cell and Web Cast Access

Pinnacle West invites interested parties to listen to the live web cast d management's conference call to discuss the
Company's 2010 first-quarter results, as well as recent developments at 12:00 noon (Er). today, May e. The web cast can
be accessed at www.pinnaclewest.oom/presentations and will be available for replay on the web site for to days. To
access the live conference call by telephone, dial (877)356-3961 and enter Conference lD ee015030. A replay of the call
also will be available until 11:55 p.m. (ET), Thursday, May la, 201o, by calling (800)642-1687 in the U.S. and Canada or
(706)645-9291 intemationdly and entering the same Conference ID number as above.

As always, please contact me if you have any questions or need information about our company.

Sincerely,

B*ecky
Rebecca L. Hickman
Director d Investor Relations | Pinnacle West Capital Corporation
4o0 North 5th Street I Station 9998 | Phoenix, Az 85004
Office 602-250-5668 I Fax 602-250-2789 I E-mail rhickman@pinnaclewest.oom

PINNACLE WEST REPORTS FIRST-QUARTER RESULTS

Quarterly earnings glUed by retail regulatory settlement
Company remains focused on renewable resources, cost management and effrbient perfowmanoe

PHOENIX - Pinnacle West Capital Corp. (NYSE: PNW) today reported a consolidated net loss attributable to common
shareholders of $6.0 million, or $0.06 per diluted share of common stock, for the quarter ended March 31, 2010. This
result compares with a net loss attributable to common shareholders of $156.5 million, or $1.55 Per diluted share, for the
same quarter in 2009.

Excluding results of the Company's real estate segment, the restructuring of which was announced last year, Pinnacle
West's on-going consolidated earnings in the 2010 first quarter were $7.2 million, or $0.07 per share, compared with an
on-going loss of $24.8 million or $0.25 per share, in the same period a year ago. A reconciliation of reported earnings to
on-going earnings is provided at the end of this release.

"Our first quarterresults support our full-year earnings guidance," said Pinnacle West Chairman, President and chief
Executive Officer Don Brand. 'We are focused on executing our renewables program, actively managing our cosrls and
identifying additional efficiencies and savings throughout our organization."

The 2010 first-quaner on-going results were positively impacted by the following factors:
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Three Months
Ended

March 31 , 2010

Three Months
Ended

March 31 l 2009
Dollars In
Millions

Diluted
EPS

Dollars in
Millions

Net Loss Attributable to Common Shareholders 6.0$ $ 0.06 $ 156.5) s (1 -55)
Ad'ustnlent:

Real estate segment 13.2 0.13 181.7 1 .30

Higher revenues resulting Mom retail rate increases improved earnings by $0.20 per share. Of this amount,
$0.14 misrelated to retail base rates and $0.03 .is related to line extension revenue, both implemented in
January as a result of the Companvs regulatory settlement. The balance is attributable to a retail
transmission rate increase implemented in the 2009 third quarter.

A reduction of the Company's 2010 effective income tax rate improved earnings by $0.08 per share.

Improved mark-to-market valuations d fuel contracts as a result at flanges in commodity prices contributed
$0.02 per share to the quarterly earnings comparison.

These positive factors were offset by increased operations and maintenance expenses, which decreased earnings by
$0.04 per share. This increase was primarily related to higher labor expenses, offset in part by lower generation costs,
including the timing of fossil-plant planned mdntenanoe. The variance excludes costs associated with renewable energy
and demand-side management programs, which are offset by comparable amounts of operating revenues;

A net decrease in weather-normalized kilowatt-hour sales reduced earnings by $0.02 per share. However, this decrease
was offset by the effects of more favorable weather versus last year's quarter. The sales decrease was primarily related to
the impacts of APS's energy efficiency programs and lower electricity consumption by commercial and industrial
customers due to the current economic slowdown. Total retail electricity sales, excluding the effects of weather,
decreased 1.7 percent in the 2010 first quarter compared to the corresponding 2009 period.

Arizona Public Service Co. (Aps), the Company's principal subsidiary, reported 2010 first quarter net income attributable
to common shareholder d $11 .0 million, compared with a net loss of $15.5 million for the comparable 2009 quarter.

2010 and 2011 On-going Eamlngs Outlook
The Company continues to estimate its 2010 on-going consolidated earnings will be in the range d $2.95 to $3.10 per
diluted share. Key factors and assumptions underlying the outlook remain unchanged, except for the following:

Wealthier-nonmalized retail electricity sales volumes. are expected to be slightly below the prior year, in part due to
the Company's energy efficiency initiatives and reflecting first-quarter results; and

The on-going effective Income tax rate is expected to be about as percent.

For 2011, the Company continues to estimate its on-going consolidated earnings will be within the guidance range
provided for 2010 on-going consolidated earnings, with some opportunity for modestly exceeding fat range.

General Information .
Pinnacle west is a Phoenix-based company with consolidated assets of about $12 billion. Through its subsidiaries, the
Company generates, sells and delivers electricity and sells energy-related products and services to retail and wholesale
customers in the western United States.

Dollar amounts in this news release are after income taxes. Eamings per share amounts are based on average diluted
common Shares outstanding. For more information on Pinnacle West's operating statistics and earnings, please visit
www.pinnaclewest.oom/investors.

PINNACLE WEST CAPITAL CORPORATION
NON-GAAP FINANCIAL MEASURE RECONCILIATION

NET Loss ATTRIBUTABLE TO COMMON SHAREHOLDERS
(GAAP MEASURE) To ON-GOING EARNINGS (NON-GAAP FINANCIAL MEASURE)

Diluted
EPS

l
I
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On-going Eamings (Loss) 7.2.§ _$.. 0.07 $ (24.8) $ (0.25)

NON-GAAP FINANCIAL INFORMATION

In this press release, we refer to "on-going earnings." On-going earnings is a "non-GAAP financial measure," as defined in
accordance with SEC rules. We believe on-going earnings provide investors witha useful indicator of our results that is
comparable among periods because it excludes the effects of unusual items that mayOocur on an irregular basis.
Investors should note that these non-GAAp financial measures involve judgments by management, including whether an
item is classified as an unusual item. We use on-going earnings, or similar concepts, to measure our performance
intendly in reports for management.

FORWARD-LOOKING STATEMENTS

This press release contains forward-looking statements regarding our 2010 and 2011 earnings outlook, and neither
Pinnacle West nor APS assumes any obligation to update these statements, even if our intend estimates change, except
as required by applicable law. 1'hese fcnuard-looking statements are often identified by words such as "estimate,"
"predict," "may," "believe," "plan," "expect," "require," "intend," "assume" and similar words. Because actual results may
differ materially from expectations, we caution you not to place undue reliance on these statements. A number of factors
could cause future results to differ materially from historical results, or from outcomes currently expected or sought by
Pinnacle West or Aps. Tllese factors induce, but are not limited to:

regulatory and judicial decisions, developments and proceedings;
our ability to achieve timely and adequate rate recovery of our costs;
our ability to reduce capita! expenditures and other costs while maintaining reliability and customer service levels;
variations in demand for electricity, including those due to weather, the general economy y, customer and sales
growth (or decline), and the effects of energy conservation measures;
power plant performance and outages;
volatile fuel and purchased power costs;
fad and water supply availability;
new legislation or regulation relating to greenhouse gas emissions, renewable energy mandates and energy
efficiency standards;
our ability to meet renewable energy requirements and recover related costs;
n'sks inherent in the operation of nuclear facilities, including spent fuel disposal uncertainty;
competition in retail and wholesale power markets,
the duration and severity of the economic decline in Arizona and current credit, financial and real estate market
conditions; .
the cost of debt and equity capital and the ability to access capital markets when required;
restrictions on dividends or other burdensome provisions in our credit agreements and Arizona Corporation
Commission orders;
our ability, or the ability of our subsidiaries, to meet debt service obligations,
changes to our credit ratings;
the investment performance of the assets of our nuclear decommissioning trust, pension, and other
postretirement benefit plans and the resulting impact on future funding requirements;
liquidity d wholesale power markets and the use d derivative contracts in our business;
potential shortfalls in insurance coverage;
new accounting requirements or new interpretations of existing requirements;
transmission and distribution system conditions and operating costs;
the ability to meet the anticipated future need tor additional caseload generation and associated transmission
facilities in our region;
Me ability or our counterpanes and power plant participants to mea contractual or other obligations;
tedmological developments in the electric industry; and
economic and other conditions affecting the real estate market in SunCor Development Company's market areas.

These and other factors are discussed in Risk Factors described in Item PA of the Pinnacle WesVAPS Annual Report on
Form 10-K for the fiscal year ended December 31 , 2009, which readers should review carefully before placing any
reliance on our financial statements, disclosures or our earnings outlook.

###
a

L

|.

PNW 102010
Eamings Release K..

1Q2010 PNW
Eamlngs Slldes.pdf..
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McGill, James Tlz'/1171?

From:
Sent:
Suble¢t:

Higuchi, Dene C(Z05435) on behalf of Hickman, Rebecca (Z46875)
Thursday, May 06, 20105:19 AM
PNW/APS' First-Quarter 201 o Form 10-Q

The PDF fie of the combined Pinnacle West and APS first-quarter 2010 Form 10-Q is attached for your use. If you would
like to receive a printed copy of the report, please let me know and we will be happy to mail it to you.

As always, please contact me if you need information about our company.

Sincerely,

Z'ec.€y
Rebecca L. Hickman
Director of Investor Relations | Pinnacle West Capital Corporation
400 North 5th Stl'eet | Station 9998 | Phoenix, Az 85004
Oftioe 602-250-5668 | Fax 602-250-2789 | E-mall rhid<man@_pinnaclewest.oom

L

1Q10 PNW Form
19-Q_p¢lf
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mcGill, James Tlz71171)
From:
Sent:
To:
Subject:

Bettinelli, Antonio [Antonio__BettineIIi@standardandpoors.oom]
Tuesday, May 11, 20108:38 AM
McGill, James T(Z71171)
Shelf Registrations

Jim,

Would you let me know what PNW/APS shelf registrations remain open?

Tony Bslilrlalll
Associate
Corporate a Government Ratings
St8ndBld a Poor's
One Market. Siward Tower. 15th Floor, San Flandmo, eA 94105
(415)371-5067
tony batinelli¢sandp.cQm

I

Standard & Poor's: Empowering Investors and Markets for 150 Years

The information contained In this message is Intended only for the recipient, and may be a confidential attorney-client communication or may
otherwise be privileged and conlidenttal and protected from dlsdosure. If the reader of this message is not the intended recipient, or an
employee or agent responsible for delivering this message to the intended recipient, please be aware that any dissemination or copying of this
communication is strictly prohibited. If you have received this communication in error, please immediately notify us by replying to the
message and deleting It from your computer. The McGraw-Hill Companies, Inc. reserves the right, subject to applicable local law, to monitor
and review the content of any electronic message or information sent to or from McGraw-Hill employee e-mail addresses without informing
:he sender or recipient of the message.

\
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meer, James Tlz71171?
From:
Sent:
To:
Subject:

McGill, James T(Z71171 )
Tuesday, May 11, 201 o4:15 PM
'Bettinelli, Antonio' .
RE: Shelf Registrations

Just the one filed 4/2009 (will be effective until 4/2012).

Franz Bettinelli, Antonio [mailto:Antonio_Bettine1li@standardandpoors.com]
Sent: Tuesday, May 11, 2010 8:36 AM
To: McGill, James T(Z71171)
Subject: Shelf Registrations

Jim,

Would you let me know what PNW/APS shelf registrations remain open?

Tony : efltlndli
Assoclame
Corporate & Government Ratings
Standard a Poor's
One market, Steuan Tower, 15m Floor, San Franco, CA 94105
(415) a11 -5067
t<>nv bettinelli@sandn.com

Standard & Poor's: Empowering Investors and Markets for 150 Years

The information contained in this message is intended only for the recipient, and may be a confidential attorney-
client communication or may otherwise be privileged and confidential and protected from disclosure. If the
reader of this message is not the intended recipient, or an employee or agent responsible for delivering this
message to the intended recipient, please be aware that any dissemination or copying of this communication is
strictly prohibited. If you have received this communication in error, please immediately notify us by replying
to the message and deleting it from your computer. The McGraw-Hill Companies, Inc. reserves the right,
subject to applicable local law, to monitor and review the content of any electronic message or information sent
to or from McGraw-Hill employee e-mail addresses without informing the sender or recipient of the message.
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McGill, James Tlz'/11712

From:
Sent:
To:
Subject:

Bettinelli, Antonio [Antonio_Bettinelli@standardandpoors.oom]
Tuesday, May 11, 20104:32 PM
McGill, James T(Z71171)
RE: Shelf Registrations

Thanks.

From: James.McgIIl@plnnadewest.com [maIIto:Jama.MCgilI@pinnaclewest.com]
Sent: Tuesday, May 11, 2010 4:15 PM
To: Betdnelli, Antonio
subject: RE: Shelf Registrations

Just the one filed 4/2009 (will be effective until 4/2012).

From: Bettinelli, Antonio [mailto:Antonio_Bettinel1i@standardandpoors.com]
Sent: Tuesday, May 11, 2010 8:36 AM
To: McGill, James T(Z71171)
Subject: Shelf Registrations

Jim,

Would you let me know what PNW/APS shelf registrations remain open?

Tony BenlnasI
Associate
Corporate & Government Ratings
Standard & Pools
One Market, Steuart Tower, 15th Fluor, San Francisco, CA 94105
(415)371-5067

tony batindl i@sando.com

Standard & Poor's: Empowering Investors and Market's for 1 so Years

The information contained in this message is intended only for the recipient, and may be a confidential attorney-
client communication or may otherwise be privileged and confidential and protected from disclosure. If the
reader of this message is not the intended recipient, or an employee or agent responsible for delivering this
message to the intended recipient, please be aware that any disseminations copying of this communication is
strictly prohibited. If you have received this communication in error, please immediately notify us by replying
to the message and deleting it from your computer. The McGraw-Hill Companies, Inc. reserves the right,
subject to applicable local law, to monitor and review the content of any electronic message or information sent
to or from McGraw-Hill employee e-mail addresses without informing tlle sender or recipient of the message.

Email Firewall made the following annotations

--- NOTICE ---

This message is for the designated recipient only and may contain confidential, privileged or proprietary
information. If you have received it in error, please notify the sender immediately and delete the origiinai and
any copy or printout. Unintended recipients are prohibited from making any other use of this e-mail. Although
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we have taken reasonable precautions to ensure no viruses are present in this e-mail, we accept no liability for
any loss or damage arising from the use of this e-mail or attachments, or for any delay or errors or omissions in
the contents which result from e-mail transmission.
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McGill James T(z'71171)

From:
Sent:
Subject:

Higuchi, Dene C(Z05435) on behalf at Hickman, Rebecca (Z46875)
Thursday, May 18, 2010 1:32 PM
PNW: Press Release Announcing Sale of District Cooling Business

Today, we issued a press release announcing the sale of its district cooling business by our competitive energy services
subsidiary, APS Energy Services. The text of the press release is included below in this message.

As always, if you have any questions about this announcement or need other information about our company, please
contact me.

Sincerely,

$'ee,€y
Rebecca L. Hickman
Director of Investor Relations | Pinnacle West Capita! Corporation
Two Arizona Gender | 400 North 5th Street I Station 9998 I Phoenix, Az85004
Of lice so:-zsossss I Fax602-250-2789 I E-mall rhickmanauinnaclewestxom

PINNACLE WEST AGREES To SELL DISTRICT COOLING

BUSINESS AT ENERGY SERVICES SUBSIDIARY

PHOENIX - Pinnacle West Capital Corporation's (NYSE: PNW) subsidiary, APS Energy Services Company Inc., has entered
into an agreement to sell its district cooling business to NRG Themal LLC, a subsidiary of NRG Energy Inc., a wholesale
electricity provider that owns and operates power generation facilities nationwide, including combined heat and power
plants.

District cooling systems use centrally-located condensers to create chilled water, which is distributed to air condition
clusters of buildings.

APS Energy Services owns and operates two cooling districts, Northwind Phoenix and Tucson District Energy. The
Northwind central district cooling operation in downtown Phoenix serves 33 customers including Chase Field, us
Airways Center and the Phoenix Convention Center. Northwind also operates combined heat and power plants owned
by Arizona State University that provide chilled water, steam and electricity to portions of ASU's campuses in Tempe and
Mesa. The Tucson business includes two site-specific district cooling facilities at the midtown Police/Fire Station and at
the Tucson Convention Center.

'We are pleased that Northwind's customers willow be served by NRG's established and Iargescale district energy
business," said Pinnacle West Chairman, President and Chief Executive Officer Don Brandt. "Going forward, APS Energy
Services plans to focus on its core business of energy conservation and renewable energy contracting services."

The transaction is expected to close in June 2010, subject to customary dosing conditions. Pinnacle West expects to
record a net after-tax gain related to the transaction in the second quarter of this year.

Pinnacle West is a Phoenix-based company with consolidated assets of about $12 billion. Through its subsidiaries, the
Company generates sells and delivers electricity and sells energy-related products and services to retail and wholesale
customers in the western United States.

Safe Harbor Disclosure
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This press release contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933
and Section 21E of the Securities Exchange Act of 1934. Pinnacle West does not assume any obligation to update these
statements, even if our internal estimates change, except as required by applicable law. These forward-looking
statements are often identified by words such as "estimate," "predict," "may," "believe," "plan," "expect, Lr "require,"
"intend," "assume" and similar words. Because actual results may differ materially from expectations, we caution you
not to place undue reliance on these statements. A number of factors could cause future res uM to differ materially
from historical results, or from outcomes currently expected or sought by Pinnacle West. These and other factors are
discussed in Risk Factors described in item PA of the Pinnacle West/ApS Annual Report on Form 10-K for the fiscal year
ended December 31, 2009, which readers should review carefully before placing any reliance on our disclosures.

|
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McGill, James Tlz11171 I

From:
Sent:
To:
Subject:

Bettinelli, Antonio [Antonio_BettineIIi@standardandpoors.com]
Monday, May 17, 20104:03 PM
NlcGill, James T(Z71171 )
Update

Jim,

Hope all is well. Would it be possible to set-up a one hour update meeting with Hatfield sometime in the first two weeks of
June?

Tony Beltinslll

¢3E8¥aTtE & Gorvemment Ratings
standard a P00l"5
One Marko, Steuart Tower, 15th Floor, San Francisco, eA 94105
(415)371-5067

inv bett ineIIiQsando.com

I

Standard & Poor's: Empowering Investors and Markets fur 150 Years

The information contained In this message is intended only for the recipient, and may be a confidential attorney-client communication or may
otherwise be privileged and confidential and protected from disclosure. If the leader of this message is not the intended recipient, or an
employee or agent responsible for delivering this message to the intended recipient, please be aware that any dissemination or copying of this
communication Is strictly prohibited. if you have received tnhls communication in error, please Immediately notify us by replying to the
message and deleting it from your computer. The McGraw-Hill Companies, Inc. reserves the right, subject to apply ~ble local law, to monitor
and review the content of any electronic message or information sent to or from McGraw-Hill employee e-mail addresses without informing
Ute sender or recipient Cr the message.
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McGill James T(Z71171 )

From:
Sent:
To:
Subject:

Bettinelli, Antonio [Antonio_BettineIli@standardandpoors.com]
Monday, May 17, 20104:03 PM
MaGill, James T(Z71 171 )
RE: Update

By phone, not n person..

From: Bettinelli, Antonio
Sent: Monday, May 17, 20104-03 PM
To: 'James.MCgiII@ pinnadewest.oom'
Subject: Update

Jim,

Hope all is well. Would it be possible to set~up aone hour update meeting with Hatfield sometime in the first two weeks of
June?

Tony Bdllnelll

C3~u53\e & Government Fiamas
Standard & pars
One Marks, Stewart Tower, 15th Floor, San Francisco, CA 94105
(415)871-5067

WW beItil1eIIi@sandn.com

Standard 8¢ Poor's: Empowering Investors and Marker's for 150 Years

The information contained In this message is Intended only for the recipient, and may be a confidential attorney-client communlcantion or may
otherwise be privileged and oonlidential and protected from disclosure. If the reader of this message is not the intended recipient, or an
employee or agent responsible for delivering this message to the intended recipient, please be aware that any dissemination or copying of this
communication is strictly prohibited. If you have received this communication in error, please immediately notify us by replying to the
message and dieting it from your computer. The McGraw-Hill Companies, Inc. reserves the right, suhglect to applicable local law, to monitor
and review the content of any electronic message or information sent to or from McGraw~Hill employee e-mail addresses without informing
the sender or recipient of the message.
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McGill James T(Z71171)

Firm:
Sent:
To:
Sub}ect:

McGill, James T(Z71 171 )
Tuesday, May 18, 20107:51 AM
'Moss, Mitchell'
Adjustments

Hi Mitchell,

Can you please send me APS and PNW 2009 adjustments that Moody's makes? If you have updated operating leases
adjustment now that Palo Verde Sale Leaseback is on the balance sheet, that would be useful.

Thank you,

Jim

1
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M¢GIII? James T(z'2'1171I

From:
Sent:
To:
Subject:
Attachments:

Moss, Mitchell [Mitehell.Moss@moodys.com]
Tuesday, May 18, 20109:00 AM
McGill, James T(Z71171 )
RE: Adjustments
KeylndicatorRpt for Arizona Public Service Company 2009.xls; KeylndicatorRpt for Pinnacle
West Capital Corporation 2009.xls

See attached. The lease adjustment has been changed. Let me know if you have any questions.

Mitchell

From: James.Mcgill@ pinnaclewest.com [mail1Jo:James.MCgill@pinné1de~vest.com]
Sent; Tuesday, May 18, 2010 10:51 AM
To: Moss, Mitchell
Subject: Adjustments

Hi Mitchell,

Can you please send me APS and PNW 2009 adjustments that Moody's makes? If you have updated operating leases adjustment
now that Palo Verde Sale Leaseback is on the balance sheet, that would be useful.

Thank vu,

Jim

Email FirewM made the following annotations

--- NOTICE ---

This message is for the designated recipient only and may contain confidential, privileged or proprietary
information. If you have received it in error, please notify the sender immediately and delete the original and
any copy or printout. Unintended recipients are prohibited from making any other use of this e-mail. Although
we have taken reasonable precautions to ensure no viruses are present in this e-mail, we accept no liability for
any loss or damage arising from the use of this e-mail 01° attachments, or for any delay or errors or omissions in
the contents which result from e-mail transmission.

The information contained 'm this e-mail message, and any attachment thereto, is confidential and may
not be disclosed without our express permission. If you are not the intended recipient or an employee or
agent responsible for delivering this message to the intended recipient, you are hereby notified that you
have received this message in error and that any review, dissemination, distribution or copying of this
message, or any attachment thereto, in whole or in part, is strictly prohibited. If you have received this
message in error, please immediately notify us by telephone, fax or e-mail and delete the message and dl
of its attachments. Thank you. Every effort is made to keep our network free from viruses. You should,
however,review this email message, as well as any attachment thereto, for viruses. We take no
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responsibility any have no liability for any computer virus which may be trauns:l'erred via this e-mail
" m a s e -
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Attachment Intentionally Omitted -- Contains Confidential Information
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McGill, James Tlz~/1111?

From I
Sent:
To:
Subbed:

Philip.Smyth @fitchratings.com
Tuesday, May 18, 2010 1:01 PM
McGill, James T(ZZ1171 )
Lease debt and other questions

Hi Jim,

W o u l d  y o u  p l ea s e  s en d  d e t a i l  r eg a r d i n g  t h e  P W G S  ( a n d  o t h e r )  l ea s e  d eb t  f o r  t h e  p a s t  - F i v e
years, 2e1o and 2911? I assume you have spreads with imputed interest, depreciation and the
present value For each of those years for the relevant leases at APS and pow. Very much
appreciated. I would also like to speak with you about the change in accounting For VIEs and
its impact regarding the PWGS sale/leaseback.

I have some additional questions, some of which we discussed briefly yesterday regarding
SunCor. First, I would like to understand where SunCor is in the restructuring process?
That is, what properties have been sold?
What properties have agreements to sell and are expected to close in the near future? And
what properties are still in negotiations and/or unlikely to be sold in the near term? If
properties are to remain unsold, what are they and what is the ultimate plan for them? How
much value resides in the remaining assets relative to the $96MM of Suncor debt? Has pow
booked significant tax benefits from charges taken at Suncor? How much of the decline in
asset value at Suncor is a function of charges and asset sales?
Is there any scenario in which PNW would repay Suncor debt or that PNW could be harmed
financially by a bankruptcy filing at SunCor?

The disclosure in the 16-k discusses planned investment in environmental remediation and
improvements to existing coal and nuclear plant. I want to verity that planned $5eemm
investment in pp solar (recently approved by the
Acc) is not included the estimated cape called out in the March 1a-0 for 2818 - 2o12 and
will be incremental. I also would like to discuss the RES surcharge, recent Acc approval of
the Az Sun Program and DSM adjustor.

Best  Regards ,

Phil

Ph i l i p  w .  Sm y t h ,  CFA
S en i o r  D i r ec t o r
F i t c h  R a t i n g s
t e l ep h o n e: 212 988 9531

Confidentiality Notice: The information contained in this e-mail and any attachment(s) is
confidential and for the use of the addressee(s) only. If you are not the intended recipient
of this e-mail, do not duplicate or redistribute it by any means. Please delete this e-mail
and any attachment(s) and notify us immediately. Unauthorized Use, reliance, disclosure or
copying of the contents of this e-mail and any attachment(s), or any similar action, is
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strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable
law, to retain, monitor and intercept e-mail messages both to and -From its systems .

This e-mail has been scanned by the MessageLabs Email Security System.
please vis i t http://www.message1abs.com/anail.

For more in-Formation,
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McGill, James Tlz71171 I

From:
Sent:
To:
Sublect:

Bettinelli, Antonio [AntoniQ__Bettinelli@standardandpcors.oom]
Tuesday, May 18, 20108:18 PM
McGill, JamesT(Z71171 )
meeting

Jim,

Jun. 3rd at 12pm works for us. Just confirming this. Thanks.

Tony

Standard & Poor's: Empowering Investors and Markets for 150 Years

The information contained In this message is intended only for the recipient, and may be a confidential attorney-client communication or may
otherwise be privileged and confidential and protected from disclosure. If the reader of mas message is not the intended recipient, or an
employee or agent responsible for delivering this message to the Intended recipient, please be aware that any dissemination or copying of this
communication is strictly prohibited. If you have received this communication in error, please Immediately notify us by replying to the
message and deleting it from your computer. The McGraw-Hlll Companies, Inc. reserves the right, subject to applicable local law, to monitor
and review the content of any electronic message or information sent to or from McGraw-Hlll employee e-mail addresses without informing
the sender or recipient of the message.

1

Page 195 of 509



m¢Gilll James Tlz111112

From:
Sent:
To:
Sub}ect:

McGill, JamesT(Z71171 )
Tuesday, May 18, 20108:41 PM
'Antonio_BettineIIi@standardandpoors.com'
Re: meeting

it's on our calendar.

From: Bdiinelli, Antxanb <Antnnlo_Betonelli@standardandpoors.oom>
To: McGill, James T(Z71171)
Sent: Tue May 18 20:18:242010
Suhdect: meeting

Jim,

Jun. 3rd at 12pm works for us. Just confirming this. Thanks.

Tony

Standard & Poor's: Empowering Investors and Markets for 150 Years

The information contained in this message is Intended only for the recipient, and may be a confidential attorney-client communicaljon or may
otherwise be privileged and confidential and protected from disclosure. If the leader of this message is not the intended recipient, or an
employee or agent responsible for ddiveririg this message to the intended recipient, please be aware that any dissemination or copying of this
communication is strlotly prohibited. If you have received this communication in error, please immediately notify us by replying to the
message and deleting It from your computer. The mcGraw-Hill Companies, Inc. reserves the right, subject to applicable local law, M monitor
and review the content of any electronic message or information sent to or from McGraw-Hill employee e-mall addresses without informing
the sender or recipient of the message.
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mcGill, James Tlz71111 I

From:
Sent:
To:
Subject:

McGill, James T(Z71171 )
Wednesday, May 19, 20102:03 PM
Smyth, PhilipT(Z99477)
lease info

FIT;

Pv_OpefatlngLeae
Imput1edDebt.x...
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Attachment Intentionally Omitted -- Contains Confidential Information

Page 198 of 509



McGill James Tlz'71111 I

From:
Sent:
To:
Subject:

McGill, James T(Z71171 )
Wednesday, May 19, 201 o 2:57 PM
'Philip.Smyth @fitchratings.com '
environ spending

Phil,
The $220M is related to projects to reduce nitrous oxide (pending BART requirements) and mercury emissions pending
Maximum Achievable Control Technology (MACT) for our fossil plants.

Jim

I..
I
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mcGill, James Tlz11171)
From'
Sent:
To:
Subject:

Bettinelli, Antonio [Antonio__Bettinelli@standardandpoors.com]
Friday, May 21 , 2010 10:29 AM
McGill, JamesT(Z71171 )
uquidny Survey

Jim,

Would you mind sending me a liquidity survey for March?

Tony B8li ln8l l l
Associate
Corporate & Gavvemmem Flamings
Standard & Pool'S
One Market, Steuart Tower, 15th Floor, San Franclsco, CA 941 as
(4t5)371-5067

tony bettinelli@sandn.com

Standard & Poor's: Empowering Investors and Markets for 150 Years

The information contained in this message is intended only for the recipient, and may be a confidential attorney-client communlcal:lon or may
otherwise be privileged and confidential and protected from disclosure. If the reader of this message is not the Intended recipient, or an
employee or agent responsible for delivering this message to the Intended ieclpient, please be aware that any dissemination or copying of this
communication is strictly prohibited. If you have received this communication in eur, please immediately notify us by redying to the
message and deleting it from your computer. The McGraw~Hill Companies, Inc. reserves the right, subject to applicable local law, to monitor
and review the content of any electronic message or information sent to or from McGraw-Hill employee email addresses without informing
the sender or recipient of the message.
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McGill, James T(z711'/1)

From :
Sent:
To:
Subject:

Bettinelli, Antonio [Antonio_BettineIIi @standardandpoors.com]
Tuesday, May 25, 2010 12:13 PM
McGill, James T(Z71171 )
Management Call

Jim,

Does it look there is availability on Friday June 4th for an update call?

Tony Bettinelli
Associate
Corporate & Government Ratings
standard & Poor's
One Market, Steuart Tower,
(415)371-5067

tony_ bettineIli@sandn.com

15th Floor. San Francisco. CA94105

Standard & Poor's: Empowering Investors and Markets for 150 Years

rxauaioa noun HI

The information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may
otherwise be privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an
employee or agent responsible for delivering this message to the intended recipient, please be aware that any dissemination or copying of this
communication is strictly prohibited. If you have received this communication in error, please immediately notify us by replying to the
message and deleting it from your computer. The McGraw-Hill Companies, Inc. reserves the right, subject to applicable local law, to monitor
and review the content of any electronic message or information sent to or from McGraw-Hill employee e-mail addresses without informing
the sender or recipient of the message.

».-»-,.....»
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Nickloy, Lee R(z0812z)

From:
Sent
To:
Subject:

Philip.Smyth@fitchratings.com
Tuesday, May 25, 2010 2:29 PM
Nickloy, Lee R(Z08122)
Bank agreements...

Lee,

Would you please send me the renegotiated bank facility documents at your convenience.

Thanks,

Phil

Confidentiality Notice: The information contained in this e-mail and any attachment(s) is
confidential and for the use of the addressee(s) only. If you are not the intended recipient
of this e-mail, do not duplicate or redistribute it by any means. Please delete this e-mail
and any attachment(s) and notify us immediately. Unauthorized use, reliance, disclosure or
copying of the contents of this e-mail and any attachment(s), or any similar action, is
strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable
law, to retain, monitor and intercept e-mail messages both to and from its systems.

This e-mail has been scanned by the MessageLabs Email Security System.
please visit http://www.message1abs.com/email.

For more information,
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Nickloy, Lee R(z08122)

From:
Sent:
To:
Subject:
Attachments:

Philip.Smyth@fitchratings.com
Tuesday, May 25, 2010 12:32 PM
Nickloy, Lee R(Z08122)
Fitch press release attached for your review...
PNW_ApS_press release(draft)_5.25.2010.doc

Lee,

Please review the attached press release to ensure Factual accuracy and that confidential
information is not mistakenly included.

Best Regards,

Phil

Philip w. Smyth, CFA
Senior Director
Fitch Ratings
One State Street Plaza
New York, NY 19684
Telephone: 212 988 9531
Fax: 212 635 8469

(See attached ~Fi1e: pnw_Aps__pr'ess re1ease(draft)_5.25.2@16.doc)

Confidentiality Notice: The information contained in this e-mail and any attachment(s) is
confidential and for the use of the addressee(s) only. If you are not the intended recipient
of this e-mail, do not duplicate or redistribute it by any~ means. Please delete this e-mail
and any attachment(s) and notify us immediately. Unauthorized use, reliance, disclosure or
copying of the contents of this e-mail and any attachment(s), or any similar action, is
strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable
law, to retain, monitor and intercept e-mail messages both to and from its systems.

This e-mail has been scanned by the MessageLabs Email Security System.
please visit http://www.messaeelabs.com/email.

For more information,
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1 90
I _l`

PNW' s RyE:i;ng§ xffirmad; Out166k Revised to 'Stubby

Fitch Ratings-Ny-May 25, 2010: Fitch has revised Pinnacle
West Capital Corporation's (PNW) Rating Outlook to Stable
from Negative. At the same time, Fitch has affirmed the
long~ and short-term issuer default ratings (IDR) of PNW
and its core operating utility subsidiary, Arizona Public
Service Company (APS) , at 'BBB-' . Fitch has also affirmed
the companies' instrument ratings as summarized in the
table below:

Pinnacle West Capital:
-Long-term IDR
-Short-term IDR
-Commercial paper

'BBB-
\F3r;

\F3f »

r •
r

Arizona Public Service Co.:
-Long-term IDR
-Short-term IDR
-Senior unsecured
-Commercial paper

'BBB-';
\For ;

'BBB';
\F310

PVNGS II Funding Corp.
-Secured lease obligation bonds I 'BBB' I

The Rating Outlook for APS is Stable. Approximately $4
billion of debt is affected by the rating action.

I
4

The ratings and Stable Rating Outlook for PNW are primarily
a function of the earnings and cash flow contribution of
APS, which accounts for 96% of consolidated revenue, and
Fitch's expectation of solid credit ratios in 2010 and
2011.

The revision to PNW's Rating Outlook to Stable from
Negative reflects progress made in restructuring SucCor's
assets with an eye toward exiting the business and its
relatively small size compared to PNW. Fitch believes it is
unlikely the SucCor restructuring will have an adverse
impact on PNW's creditworthiness.
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The ratings and outlook of APS consider the balanced
Arizona Corporation Commission (ACC) final order issued
December 2009 in Ape' 2008 general rate case. New rates
went into effect January l, 2010. Regulatory lag remains
W h en' n primary eredit concern, notwithstanding language in
the ACC-approved settlement agreement indicating a
willingNeSS Ot the ACC Staff and6theriNtervenors to "
process future rate cases more quickly.

For the 12-months ended March 31, 2010, APS accounted for
96% of total revenue and all of PNW's consolidated
operating and net income. Total APS assets were $11.7
billion representing 98% of total PNW consolidated assets
as of March 31, 2010. PNW and Aps' FFO coverage ratios were
4.5x and 4.9x, respectively, for the 12-months ended March
31, 2010. Fitch estimates PNW's Fro-to-irterest ratio will
remain in a narrow range, approximating 4.2x - 4.3x in 2010
and 2011. Similarly, Aps' FFO coverage ratios in both 2010
and 2011 are estimated at 4.5x. These credit metrics are
consistent with PNW and Aps' current 'BBB-' IDRS.

In the longer-term, further rate increases will be required
to support the current ratings and Fitch assumes that
future changes to authorized rates will support reasonable
returns on invested capital. Adverse outcomes in future
rate case proceedings would likely trigger credit rating
downgrades. The regulatory compact in Arizona is expected
by Fitch to be the central driver of PNW and Aps' future
creditworthiness and the primary risk for investors.

The ratings also consider PNW and Aps' solid liquidity
position, manageable maturities and the recent issuance of
6.9 million shares of common stock, with net proceeds of
approximately $253 million. Proceeds from the equity
offering were transferred to APS to use to repay short-term
debt, finance corporate expenditures and other general
corporate purposes.

Management recently renegotiated PNW and APS $283 million
and $377 million bank facilities, which were scheduled to
mature in December 2010. The PNW revolver was reduced to
$200 million while the APS facility was increased to $500
million. Both revolvers are scheduled to mature in February
2013. Under certain condition, the PNW and APS bank
agreements may be unsized to $300 million and $700 million,
respectively.
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Fitch expects management to renegotiate APS' $489 million
credit facility which is scheduled to expire in September
2011. PNW had total available liquidity under these
facilities of $904 million as of March 31, 2010.
3ubstantia1 ligQidity_* Q required at A8§ to meet its margin
and collateral requirements related to volatility of and
the UtiIityT§f§liance oh natural gasvfiréd resources tO
meet its load requirements and other working capital needs.

Total long-term 2010 - 2014 debt maturities include $175
million of parent company debt due February 2011 and $1.1
billion of APS debt maturities. Of the $1.1 billion of
scheduled APS maturities, $400 million, $375 million and
$302 million of senior unsecured debt is due 2011, 2012 and
2014, respectively.

APS' earned return-on-equity (ROE) has been below its
authorized ROE in recent years driven primarily by timing
differences between when costs are incurred and recovered
in rates, adversely impacting the utility's credit quality.
Fitch believes ACC approval of interim rate relief during
and the final order in APS' recently concluded 2008 GRC
were constructive developments from an investor point-of-
view. Fitch expects Ape' 2010 earned ROE to improve to 9%
10% from the 7% 8% levels of 2008 and 2009.

In affirming APS' ratings in April 2009, Fitch assumed a
final order generally consistent with the proposed
settlement agreement filed with the commission in its 2008
GRC. On December 16, 2009, the ACC approved the proposed
settlement agreement with relatively minor modifications.

Under the terms of the ACC-authorized settlement APS'
rates were increased $208 million effective January l,
2010, based on an 11.0% ROE. The approved rate increase
represents 75% of Ape' requested amount. Line extension
fees will be recorded as revenue instead of contribution-
in-aid~of-construction. In addition, APS agreed, among
other things, not to file its next two rate cases until
June 1, 2011 and June 1, 2013, respectively.

The parties to the ACC-approved settlement also agreed on
a best efforts basis to process future GRCs within 12-
months of a sufficiency finding, potential ly mitigating
regulatory lag i n the future. Fitch notes that the
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agreement to process
not bind the ACC.

future rate cases more timely does

~I[~

The ratings and outlook al so consider the recent default at
&&&bi* -;-isme;§-sempanytsun6et undereergaig - -
outstanding debt agreements. There_§re no cross-defaults
between SunCor and either PNW or Aps. Fitch believes that
SunCor' s restructuring, either in bankruptcy or outside of
it, will not have a significant adverse impact on PNW or
APSI

2

As of March 31, 2010, SunCor had total debt outstanding of
$96 million and has negotiated forbearance agreements to
its $54 million secured revolver, which matured January
2010. In addition, $26 million of debt under SucCor's other
credit facilities have matured and remain outstanding.
Thus far, lenders have taken no enforcement action, but the
outcome of negotiations with lenders and the ability of
SunCor to sell assets and repay its outstanding debt
remains unclear. In April 2009, PNW announced a plan to
exit the real estate business using proceeds from asset
divestitures to repay debt. It is unclear whether asset
values realized in a restructuring will be sufficient to
repay SucCor' s remaining debt and a bankruptcy filing
cannot be ruled out, in Fitch's opinion.

On the operating front, APS'generating facilities continue
to operate relatively effectively, in Fitch's opinion.
PVNGS continues to operate under routine NRC inspection
oversight since Unit 3's removal from the "multiple
degraded cornerstone column" in March 2009. PVNGS logged an
89% capacity f actor in 2009, in-line with the industry
average. APS' coal facilities have consistently operated
at top-quartile levels relative to the industry, booking
capacity factors of 84% - 88% 2004 - 2008 and 82% in 2009.

PNW and APS' revolving credit f abilities contain cross
def aunt provisions with each other. PNW provides a
relatively small amount of credit support to APS and APSES
through guarantees and surety bonds. As of March 31, 2010,
guarantees were $12 million and surety bonds $37 million.

The rating action reflects the application of Fitch's
current criteria which are available at
'www.fitchratings.com' and specifically incorporate
criteria in the following reports:

3
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'Recovery Ratings and Notching Criteria for Non-
financial Corporate Issuers' (Nov. 24, 2009;
'Corporate Rating Methodology' (Nov. 24, 2009);
'Credit Rating Guidelines for Regulated Utility
C6Mpanies*TUEly-3i, 20077 . " ' " "' " '
lUvS~Pewer-and=£kaGemparative-Operating-Risk-+GQR9
Evaluation and Financial Guidelines' (Aug. 22, 2007);

Contact: Philip Smyth, CFA +1-212-908-0531 or Robert
Hornick +1-212-908-0523, New York.

Fitch's rating definitions and the terms of use of such
ratings are available on the agency's public site,
'www.fitchratings.com' . Published ratings, criteria and
methodologies are available from this site, at all times.
Fitch's code of conduct, confidentiality, conflicts of
interest, affiliate firewall, compliance and other relevant
policies and procedures are also available from the 'Code
of Conduct' section of this site.
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Nickloy, Lee Rlz08122)

From:
Sent:
To'
Subject:
Attachments:

Nickloy, Lee R(Z08122)
Tuesday, May 25, 2010 5:33 PM
'Philip.Smyth@fitchratings.com'
RE: Bank agreements...
ApS_Credit_Agreement-Final.DOC

~phi1 ,

See the APS credit agreement attached. Will send the PNW agreement separately.

Lee

-----Original Message-
From: Philip.Smyth@fitchratings.com [mai1to:philip.smyth@¥itchratings.com]
Sent: Tuesday, May 25, 2916 2:29 PM
To: Nickloy, Lee R(ze8122)
Subject: Bank agreements...

3

i

Lee,

Would you please send me the renegotiated bank facility documents at your
convenience.

Thanks,

Phil

Confidentiality Notice: The information contained in this e-mail and any attachment(s) is
confidential and for the use of the addressee(s) only. If you are not the intended recipient
of this e-mail, do not duplicate or redistribute it by any means. Please delete this e-mail
and any attachment(s) and notify us immediately. Unauthorized use, reliance, disclosure or
copying of the contents of this e-mail and any attachment(s), or any similar action, is
strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable
law, to retain, monitor and intercept e-mail messages both to and from its systems.

This e-mail has been scanned by the MessageLabs Email Security System.
please visit http://www.message1abs.com/email.

For more information,

1
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Execution Version

CUSIP Number: 040556AH5

g

u $500;000;ow
THREE-YEAR CREDIT AGREEMENT

Dated as of February 12, 2010
among

ARIZONA PUBLIC SERVICE COMPANY,
as Borrower,

THE LENDERS PARTY IIERETO,

WELLS FARGO BANK, NATIONAL ASSOCIATION,
§ Agent and Issuing Bank,

BANK OF AMERICA, N.A.,
Q Co-Syndication Agent and Issuing Bank,

BARCLAYS CAPITAL
and

CREDIT SUISSE, CAYMAN ISLANDS BRANCH,
4 Co-Syndication Agents,

WELLS FARGO SECURITIES, LLC,
BANC OF AMERICA SECURITIES LLC,

BARCLAYS CAPITAL
and

CREDIT cUIssE SECURITIES (USA) LLC
as Joint Lead Arrangers

and
WELLS FARGO SECURITIES, LLC,

and
BANC OF AMERICA SECURITIES LLC

as Joint Book Runners
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THREE~YEAR CREDIT AGREEMENT

Dated as of February 12, 2010

ARIZONA PUBLIC SERVICE COMPANY, an Arizona corporation (the"Borrower"),
'Ilia b53]35j}"u an5i;,"[ ms¢itaH65§8iia'"6f11-é?maifiiiaiial leNders (the "Initial Leii£1€rs") §3aTi"fe1-

_ issuing-'oanks-'(the~-**k1itia1 Issuing Bamlcs") listed on the signature pages hereof; Wells Fargo
Securities, LLC, Banc of America Securities LLC, Barclays Capital, the investment banking
division of Barclays Bank PLC, and Credit Suisse Securities (USA) LLC, as Joint Lead
Arrangers (the"Arrangers"), Bank of America, N.A., Barclays Capital, the investment banking
division of Barclays Bank PLC and Credit Suisse Securities (USA) LLC, as Co-Syndication
Agents and WELLS FARGO BANK, NATIONAL ASSOCIATION, as Agent for the Lenders
(as hereinafter defined), agree as follows:

The Borrower has requested that the Lenders provide a revolving credit facility for the
purposes set forth herein, and the Lenders are willing to do so on the terms and conditions set
forth herein.

In consideration of the mutual covenants and agreements herein contained, the parties
hereto covenant and agree as follows:

ARTICLE I

DEFINITIONS AND ACCOUNTING TERMS

Section 1.01 Certain Defined Terms. As used in this Agreement, the following terms
shall have the following meanings:

"2007 Order" means Decision No. 69947, dated October 30, 2007, of the Arizona
Corporation Commission.

"Administrative Questionnaire" means an Administrative Questionnaire in a form
supplied by the Agent.

"Advance" means an advance by a Lender to the Borrower as part of a Borrowing,
including a Base Rate Advance made pursuant to Section 2.03(c), but excluding any L/C
Advance made as part of an L/C Borrowing, and refers to a Base Rate Advance or a Eurodollar
Rate Advance (each of which shall be a "Tvpe"of Advance).

"Affected Lender" means any Lender, as reasonably determined by the Agent or if the
Agent is the Affected Lender, by the Required Lenders, that (a) has defaulted in its obligation to
fund any Advance or any of its other funding obligations under this Agreement, (b) has notified
the Borrower, the Agent, any Issuing Bank or any Lender in writing of its intention not to fund
any Advance or any of its other funding obligations under this Agreement, (c) has otherwise
failed to pay over to the Agent or any other Lender any other amount required to be paid by it
hereunder within three Business Days of the date when due, unless die subject of a good faith
dispute, (d) has failed, within three Business Days after written request by the Agent, or if the

c-1162978v8 21312.0001 I
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Agent is the Affected Lender, by the Required Lenders, to confirm that it will comply with the
terms of this Agreement relating to its obligations to fund prospective Advances or (e) shall (or
whose parent company shall) generally not pay its debts as such debts become due, or shall
admit in writing its inability to pay its debts generally, or shall make a general assignment for the
benefitof creditors, or shall have had any proceeding instituted by or against such Lender (or its
parent company7 seel2i11gtOadjudiCate it aS Ptor insOlventjOr seéliihg iiqiittafiba,
windMgup, reorganizationfarraiigernent,adjustment, protection, relief; or composition ofitor
its debts under any law relating to bankruptcy, insolvency or reorganization or relief of debtors,
or seeking the entry of an order for relief or the appointment of a receiver, trustee, administrator,
assignee for the benefit of creditors or similar Person charged with reorganization or liquidation
of its business or custodian for it or for any substantial part of its property and, in the case of any
such proceeding instituted against it (but not instituted by it), either such proceeding shall remain
undismissed or unstated for a period of 30 days, or any of the actions sought in such proceeding
(including, without limitation, the entry of an order for relief against, or the appointment of a
receiver, trustee, administrator, assignee for the benefit of creditors or similar Person charged
with reorganization or liquidation of its business or custodian for, it or for any substantial part of
its property) shall occur, or shall take (or whose parent company shall take) any corporate action
to authorize any of the actions set forth above in this subsection (e), provided that a Lender shall
not be deemed to be an Affected Lender solely by virtue of the ownership or acquisition of any
equity interest in any Lender or any Person that directly or indirectly controls such Lender by a
Governmental Authority or an instrumentality thereof.

. "Affiliate" means, as to any Person, any other Person that, directly or indirectly, controls,
is controlled by or is under common control with such Person or is a director or officer of such
Person. For purposes of this definition, the term "control" (including the terms "controlling",
"controlled by" and "under common control with") of a Person means the possession, direct or
indirect, of the power to direct or cause the direction of the management and policies of such
Person, whether through the ownership of Voting Stock, by contract or otherwise.

" Agent" means Wells Fargo in its capacity as administrative agent under any of the Loan
Documents, or any successor administrative agent.

"Agent's Account" means the account of the Agent designated on Schedule 8.02 under
the heading "Agent's Account" or such other account as the Agent may designate to the Lenders
and the Borrower from time to time.

"Agent's Office"means the Agent's address and, as appropriate, the Agent's Account, or
such other address or account as the Agent may from time to time notify to the Borrower and the
Lenders.

" Applicable Lending Office" means, wide respect to each Lender, such Lender's
Domestic Lending Office in the case of a Base Rate Advance and such Lender's Eurodollar
Lending Office in the case of a Eurodollar Rate Advance.

"Applicable Rate" means, from time to time, the following percentages per annum
determined by reference to the Public Debt Rating as set forth below:

C-I l62978v8 2131z.0001 l 2
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Public Debt Rating
S&P/Moody's Base Rate Advances

Eurodollar Rate
Advances Commitment Fee

Level 2
~§.LeyeI I _be,t>

. B8"3;}3a6i-. Tj5()Ué%:- 2;500%"

Level 4
< Level 3 butt
BBB-/Baa3 2.000% 3.000% 0.625%

"Approved Fund" means any Fund that is administered or managed by (a) a Lender,
(b) an Affiliate of a Lender or (c) an entity or an Affiliate of any entity that administers or
manages a Lender.

"Arrangers" has the meaning given to such term in the introductory paragraph hereof.

"Assignee Group" means two or more Eligible Assignees that are Affiliates of one
another or two or more Approved Funds managed by the same investment advisor.

"Assignment and Assumption" means an assignment and assumption entered into by a
Lender and an Eligible Assignee, and accepted by the Agent, in substantially the form of
Exhibit C hereto.

"Assuming Lender" has the meaning specified in Section 2.18(d).

"Assumption Agreement"has the meaning specified in Section 2.18(d)(ii).

"Authorized Officer" means the chairman of the board, chief executive officer, chief
operating officer, chief financial officer, chief accounting officer, president, any vice president,
treasurer, controller or any assistant treasurer of the Borrower.

"Available Amount" of any Letter of Credit means, at any time, the maximum amount
available to be drawn under such Letter of Credit at such time (assuming compliance at such
time with all conditions to drawing).

"Base Rate" means for any day a fluctuating rate per annum equal to the highest of:

(a) the rate of interest in effect for such day as publicly announced from time
to time by the Agent as its "prime rate",

(b) the Federal Funds Rate plus 0.50%, and

C-1162978v8 21312.0001 l 3
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(c) an amount equal to (i) the Eurodollar Rate for a one month Interest Period
on such day (or if such day is not a Business Day, the immediately preceding Business
Day) plus (ii) 1%.

"Pr ime rate"  means the rate of  interest--in ef fect . for such day as publicly
" - - . - . -.---w» *f*foiii'fiinewm'€b €' 1 M €'* - 'me=rn9"% § ' -

_set-by-the Agent..based-upon-4¢arious-facto1:s.including.the-Agent's--oosts and desired
return, general economic conditions and other factors, and is used as a reference point for
pricing some loans, which may be priced at, above, or below such announced rate. Any
change in the "prime rate" announced by the Agent shall take effect at the opening of
business on the day specified in the public announcement of such change.

"Base Rate Advance" means an Advance that bears interest as prov ided in Section
2.07(a)(i).

"Borrower" has the meaning given to such term in the introductory paragraph hereof.

"Borrower Information"has the meaning specified in Section 8.08.

"Borrowing" means aborrowing consisting of simultaneous Advances of the same Type
made by each of the Lenders pursuant to Section 2.01(a) .

"Business Day" means a day of the year on which banks are not required or authorized by
Law to close in New York City, Phoenix, Arizona or San Francisco, Cali fornia and, i f  the
applicable Business Day relates to any Advance in which interest is calculated by reference to
the Eurodollar Rate, on which dealings are carried on in the London interbank market.

"Capital Lease Obligations" means as to any Person, the obligations of such Person to
pay rent or other amounts under a lease of (or other agreement conveying the right to use) real
and/or personal property, which obligations are required to be classified and accounted for as a
capital lease on the balance sheet of such Person under GAAP and, for the purposes of this
Agreement, the amount of such obligations shall be the capitalized amount thereof, determined
in accordance with GAAP.

"Change in Law" means the occurrence, after the date of this Agreement, of any of the
following: (a) the adoption of any Law, (b) any change in any Law or in the administration,
interpretation or application thereof by any Governmental Authority or (c) the making or
issuance of any request, guideline or directive (whether or not having the force of law) by any
Governmental Authority.

"ComMitment" means a Revolving Credit Commitment or a Letter of  Credit
Commitment.

"Commitment Date" has the meaning specified in Section 2.18(b).

" Commitment Increase" has the meaning specified in Section 2.18(a).

" Consolidated" refers to the consolidation of accounts in accordance with GAAP.

c-1 162978v8 21312.0001 l 4
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"Consolidated Indebtedness" means, at any date, the Indebtedness of the Borrower and its
Consolidated Subsidiaries determined on a Consolidated basis as of such date.

"Consolidated Net Worth"means, at any date, the sum as of such date of (a) the par value
(or value stated on the books of the Benfevver-)-etiald-classes of capitalsteek-of the Borrower and
_if§"Sii5§ildTi?ie§"eiEliid*1fig tlie"'B"rrower "?8P"i- w - n 8 e w&"mw6r
Subsidiaries, plus-(or-minus-in the case of-asurfplus deficit)-(b)-the amount-of-the Consolidated
surplus, whether capital or earned, of the Borrower, determined in accordance with GAAP as of
the end of the most recent calendar month (excluding the effect on the Borrower's accumulated
other comprehensive incomeAoss of the ongoing application of Accounting Standards
Codification Topic 815).

5

" Consolidated Subsidiary" means, at any date, any Subsidiary or other entity die accounts
of  which would be consol idated with those of  the Borrower on i ts Consol idated f inancial
statements if such financial statements were prepared as of such date.

"Convert" ,  "Conversion" and "Converted" each refers to a conversion of Advances of
one Type into Advances of the other Type pursuant to Section 2.08, Section 2.09 or Section 2. 12.

"Credit Extension" means each of the following: (a) a Borrowing and (b) the issuance of
a Letter of Credit.

"Debtor Relief Laws" means the Bankruptcy Code of the United States, and all other
liquidation, conservatorship, bankruptcy, assignment for the benefit of creditors, moratorium,
rearrangement, receivership, insolvency, reorganization, or similar debtor relief Laws of the
United States or other applicable jurisdictions from time to time in effect and affecting the rights
of creditors generally.

"Default" means any Event of Default or any event that would constitute an Event of
Default but for the requirement that notice be given or time elapse or both.

"Dollars" or "§" means dollars of the United States of America.

"Domestic Lending Office" means, with respect to any Lender, the office of such Lender
described as such in such Lender's Administrative Questionnaire, or such other office or offices
as a Lender may from time to time notify the Borrower and the Agent.

"Effective Date" has the meaning specified in Section 3.01.

"E1i2ible Assignee" means any Person that meets the requirements to be an assignee
under Section 8.07(b)(iii), (v) and (vi) (subject to such consents, if any, as may be required under
Section 8.07(b)(iii)).

"Environmental Action" means any action, suit, demand, demand letter, claim, notice of
non-compliance or violation, notice of liability or potential liability, investigation, proceeding,
consent order or consent agreement relating in any way to any. Environmental Law,
Environmental Permit or Hazardous Materials or arising from alleged injury or threat of injury to
health, safety or the environment and relating to any Environmental Law, including, without
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limitation, (a) by any Governmental Authority for enforcement, cleanup, removal, response,
remedial or other actions or damages and (b) by any Governmental Authority or any third party
for damages, contribution, indemnification, cost recovery, compensation or injunctive relief.

"Enviisennnen&&Law11m cnns any federal, state, local of foreign statute, law erdinanee,
' -wré,"te ?&~w@é?-aé66f'runnin6f-a§ms§met -

"

- - relating to-pollution-or-protection-of the-environment,-natural resoorees or, to the extent
relating to exposure to Hazardous Materials, human health or safety, including, without
limitation, those relating to the use, handling, transportation, treatment, storage, disposal, release
or discharge of Hazardous Materials.

"Environmental Permit" means any permit, approval, identification number, license or
other authorization required under any Environmental Law.

"ERISA" means the Employee Retirement Income Security Act of 1974.

"ERISA Affiliate" means any trade or business (whether or not incorporated) under
common control with the Borrower within the meaning of Section 414(b) or (c) of the Internal
Revenue Code (and Sections 414(m) and (0) of the Internal Revenue Code for purposes of
provisions relating to Section 412 of the Internal Revenue Code).

"ERISA Event" means (a) a Reportable Event with respect to a Pension Plan, (b) a
withdrawal by the Borrower or any ERISA Affiliate from a Pension Plan subject to Section 4063
of ERISA during a plan year in which it was a substantial employer (as defined in
Section 4001(a)(2) of ERISA) or a cessation of operations that is treated as such a withdrawal
under Section 4062(e) of ERISA; (c) a complete or partial withdrawal by the Borrower or any
ERISA Affiliate from a Multiemployer Plan or notification that a Multiemployer Plan is in
reorganization, (d) the filing of a notice of intent to terminate, the treatment of a Plan amendment
as a termination under Section 4041 or 4041A of ERISA, or the commencement of proceedings
by the PBGC to terminate a Pension Plan or Multiemployer Plan, (e) an event or condition which
constitutes grounds under Section 4042 of ERISA for the termination of, or the appointment of a
trustee to administer, any Pension Plan or Multiemployer Plan, or (t) the imposition of any
liability under Title IV of ERISA, other than for PBGC premiums due but not delinquent under
Section 4007 of ERISA, upon the Borrower or any ERISA Affiliate.

"Eurodollar Lending Office" means, with respect to any Lender, the office of such
Lender described as such in such Lender's Administrative Questionnaire, or such other office or
offices as a Lender may from time to time notify the Borrower and the Agent.

"Eurodollar Rate" means :

(a) for any Interest Period with respect to a Eurodollar Rate Advance, the rate per
annum equal to the British Bankers Association LIBOR Rate ("BBA LIBOR"), as published by
Reuters (or other commercially available source providing quotations of BBA LIBOR as
designated by the Agent from time to time) at approximately 11:00 a.m., London time, two
Business Days prior to the commencement of such Interest Period, for Dollar deposits (for
delivery on the first day of such Interest Period) with a term equivalent to such Interest Period.
If such rate is not available at such time for any reason, then the "Eurodollar Rate" for such

C-I l62978v8 2l3l2,0uoll 6

Page 219 of 509



Interest Period shall be the rate per annum determined by the Agent to be the rate at which
deposits in dollars for delivery on the first day of such Interest Period in same day funds in the
approximate amount of the Eurodollar Rate Advance being made, continued or converted by the
Agent and with a term equivalent to such Interest Period would be offered by the Agent to major

_-bamksfirrtlIertondorr"i1nterba1rk'eurrrxlotlaur1Iwket at theirrequest tapproxin1anteiy'1'I:G6'a1:In.
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(b) for any interest rate calculation with respect to a Base Rate AdVance, the rate per
annum equal to (i) BBA LIBOR, at approximately 11:00 a.m. two Business Days prior to,
London time on the date of determination (provided that if such day is not a Business Day in
London, the next preceding Business Day in London) for Dollar deposits being delivered in the
London interbank market for a term of one month commencing that day or (ii) if such published
rate is not available at such time for any reason, the rate determined by the Agent to be the rate at
which deposits in Dollars for delivery on the date of determination in same day funds in the
approximate amount of the Base Rate Advance being made, continued or converted by the Agent
and with a term equal to one month would be offered by die Agent's London Branch to major
banks in the London interbank Eurodollar market at their request at the date and time of
determination.

"Eurodollar Rate Advance" means an Advance that bears interest at a rate based on the
Eurodollar Rate (other than a Base Rate Advance bearing interest at a rate based on the
Eurodollar Rate).

"Events of Default"has the meaning specified in Section 6.01 .

"Excluded Taxes"means, with respect to the Agent, any Lender, any Issuing Bank or any
other recipient of any payment to be made by or on account of any obligation of the Borrower
hereunder, (a) taxes imposed on or measured by its overall net income (however denominated),
and franchise taxes imposed on it (in lieu of net income taxes), by the United States or the
jurisdiction (or any political subdivision thereof) under the Laws of which such recipient is
organized or does business or in which its principal office is located or, in the case of any
Lender, in which its Applicable Lending Office is located, (b) any branch profits taxes imposed
by the United States or any similar tax imposed by any other jurisdiction in which the Borrower
is located, (c) any backup withholding tax that is required by the Internal Revenue Code to be
withheld from amounts payable to a Lender that has failed to comply with clause (A) of Section
2.14(e)(ii), and (d) in the case of a Foreign Lender (other than as agreed to between any assignee
and the Borrower pursuant to a request by the Borrower under Section 2.20), any United States
withholding tax that (i) is required to be imposed on amounts payable to such Foreign Lender
pursuant to the Laws in force at the time such Foreign Lender becomes a party hereto (or
designates a new Applicable Lending Office) or (ii) is attributable to such Foreign Lender's
failure or inability (other than as a result of a Change in Law) to comply with clause (B) of
Section 2.14(e)(ii), except to the extent that such Foreign Lender (or its assignor, if any) was
entitled, at the time of designation of a new Applicable Lending Office (or assignment), to
receive additional amounts from the Borrower with respect to such withholding tax pursuant to
Section 2.14(a)(i) or (ii).
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"Federal Funds Rate" means, for any day, the rate per annum equal to the weighted
average of the rates on overnight federal funds transactions with members of the Federal Reserve
System arranged by federal funds brokers on such day, as published by the Federal Reserve Bank
of New York on the Business Day next succeeding such day:provided that (a) if such day is not
a Business Day, theFederal Funds Rate fur such day shall be such rate U11 such transactions on
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no such rate-is so published-on such next succeeding-Business--Day-,--the-Federal-Funds--Rate for
such day shall be the average rate (rounded upward, if necessary, to a whole multiple of 1/100 of
1%) Charged to the Agent on such day on such transactions as determined by the Agent.

"Fee Letters"means (a) each of the following letters to the Borrower dated December 24,
2009: (i) the letter from Bank of America, N.A., Banc of America Securities LLC, Wells Fargo
and Wells Fargo Securities, LLC, (ii) the letter from Credit Suisse AG, Cayman Islands Branch
and Credit Suisse Securities (USA) LLC, and (iii) the letter from Barclays Bank PLC, each
relating to certain fees payable by the Borrower to such parties in respect of the transactions
contemplated by this Agreement and (b) any letter between the Borrower and any Issuing Bank
other than an Initial Issuing Bank relating to certain fees payable to such Issuing Bank in its
capacity as such, each as amended, modified, restated or supplemented from time to time.

"Foreign Lender" means any Lender that is organized under the Laws of a jurisdiction
other than that in which the Borrower is resident for tax purposes (including such a Lender when
acting in the capacity of an Issuing Bank). For purposes of this definition, the United States,
each State thereof and the District of Columbia shall be deemed to constitute a single
jurisdiction.

"Fund" means any Person (other than a natural person) that is (or will be) engaged in
making, purchasing, holding or otherwise investing in commercial loans and similar extensions
of credit in the ordinary course of its business.

"GAAP" has the meaning specified in Section 1.03 .

"Governmental Authority" means the government of the United States of America or any
other nation, or of any political subdivision thereof, whether state or local, and any agency,
authority, instrumentality, regulatory body, court, central bank or other entity exercising
executive, legislative, judicial, taxing, regulatory or administrative powers or functions of or
pertaining to government (including any supra-national bodies such as the European Union or
the European Central Bank).

"Guarantee" means as to any Person, any obligation, contingent or otherwise, of such
Person directly or indirectly guaranteeing any Indebtedness of any other Person or in any manner
providing for the payment of any Indebtedness of any other Person or otherwise protecting the
holder of such Indebtedness against loss (whether by virtue of partnership arrangements,
agreements to keep well, to purchase assets, goods, securities or services, or to take-or-pay or
otherwise),Drovided that the term "Guarantee" shall not include endorsements for collection or
deposit in the ordinary course of business. The term "Guarantee" used as a verb has a
corresponding meaning.
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"Hazardous Materials" means (a) petroleum and petroleum products, byproducts or
breakdown products, radioactive materials, asbestos-containing materials, polychlorinated
biphenyls and radon gas and (b) any other chemicals, materials or substances designated,
classified or regulated as hazardous or toxic or as a pollutant or contaminant under any
Environmental Law.

"Hedge Agreement" means any interest rate swap, cap or collar agreement, interest rate
future or option contract, currency swap agreement, currency future or option contract,
commodity future or option contract, commodity forward contract or other similar agreement.

"Increase Date"has the meaning specified in Section 2.18(a). i

"Increasing Lender"has the meaning specified in Section 2.18(b).

"Indebtedness" means as to any Person at any date (without duplication):
(a) indebtedness created, issued, incurred or assumed by such Person for borrowed money or
evidenced by bonds, debentures, notes or similar instruments, (b) all obligations of such Person
to pay the deferred purchase price of property or services, excluding, however, trade accounts
payable (other than for borrowed money) arising M, and accrued expenses incurred in, the
ordinary course of business of such Person so long as such trade accounts payable are paid
within 180 days of the date incurred; (c) all ktdebtedness secured by a lien on any asset of such
Person, to the extent such Indebtedness has been assumed by, or is a recourse obligation of, such
Person, (d) all Guarantees by such Person, (e) all Capital Lease Obligations of such Person, and
(f) the amount of all reimbursement obligations of such Person (whether contingent or otherwise)
in respect of letters of credit, bankers' acceptances, surety or other bonds and similar instruments
in support of Indebtedness.

"Indemnified Taxes"means Taxes other than Excluded Taxes.

"Initial Issuing Banks" has the meaning given to such term in the introductory paragraph
hereof.

"Initial Lenders" has the meaning given to such term in the introductory paragraph
hereof.

"Interest Period"means, for each Eurodollar Rate Advance comprising part of the same
Borrowing, the period commencing on the date such Eurodollar Rate Advance is disbursed or the
date of the Conversion of any Base Rate Advance into such Eurodollar Rate Advance and ending
on the last day of the period selected by the Borrower pursuant to the provisions below and,
thereafter, each subsequent period commencing on the last day of the immediately preceding
Interest Period and ending on the last day of the period selected by the Borrower pursuant to the
provisions below. The duration of each such Interest Period shall be one, two, three or six
months, as the Borrower may, upon notice received by the Agent not later than 12:00 noon on
the third Business Day prior to the first day of such Interest Period, select, provided, however,
that:

(a) the Borrower may not select any Interest Period that ends after the
Termination Date,

C-1162978v8 213120001 I 9

Page 222 of 509



(b) Interest Periods commencing on the same date for Eurodollar Rate
Advances comprising part of the same Borrowing shall be of the same duration,

(c) whenever the last day of any Interest Period would otherwise occur on a
elayether than a Business Day, the last day of such Interest Periods-hall be extended to

w-DsWrW€d=W? t"1:t"sWrere'fi'§6r1' 2
would cause the last day of such Interest Period to occur in the next following calendar
month, the last day of such Interest Period shall occur on the next preceding Business
Day; and

9

(d) whenever the first day of any Interest Period occurs on a day of an initial
calendar month for which there is no numerically corresponding day in the calendar
month that succeeds such initial calendar month by the number of months equal to the
number of months M such Interest Period, such Interest Period shall end on the last
Business Day of such succeeding calendar month.

L

"Internal Revenue Code" means the Internal Revenue Code of 1986, as amended from
time to time, and the regulations promulgated and rulings issued thereunder.

"IRS"means the United States Internal Revenue Service.

"ISP" means, with respect to any Letter of Credit, the "International Standby Practices
1998" published by the Institute of International Banking Law & Practice, Inc. (or such later
version thereof as may be in effect at the time of issuance).

"Issuing Bank" means the Initial Issuing Banks or any other Lender approved by the
Borrower that may agree to issue Letters of Credit pursuant to an Assignment and Assumption or
other agreement in form satisfactory to the Borrower and the Agent, so long as such Lender
expressly agrees to perform in accordance with their terms all of the obligations that by the terms
of this Agreement are required to be performed by it as an Issuing Bank and notifies the Agent of
its Applicable Lending Office (which information shall be recorded by the Agent in the
Register), for so long as such Initial Issuing Bank or Lender, as the case may be, shall have a
Letter of Credit Commitment;

"L/C Advance" means, with respect to each Lender, such Lender's funding of its
participation in any L/C Borrowing in accordance with its Ratable Share.

"L/C Borrowing"means an extension of credit resulting from a drawing under any Letter
of Credit which has not been reimbursed on the date when made nor refinanced as a Base Rate
Advance.

"L/C Cash Deposit Account" means an interest bearing cash deposit account to be
established and maintained by the Agent, over which the Agent shall have sole dominion and
control, upon terms as may be satisfactory to the Agent.

"L/C Obligations" means, as at any date of determination, the aggregate Available
Amount of all outstanding Letters of Credit plus the aggregate of all Unreirnbursed Amounts,
including all L/C Borrowings. For all purposes of this Agreement, if on any date of
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determination a Letter of Credit has expired by its terms but any amount may still be drawn
thereunder by reason of the operation of Rule 3.14 of the ISP, such Letter of Credit shall be
deemed to be "outstanding" in the amount so remaining available to be drawn.
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Bank and the Borrower-or-in favor of any Issuing Bank and relating to such Letter of Credit.

"Laws" means, collectively, all international, foreign, Federal, state a.nd local statutes,
treaties, rules, guidel ines, regulations, ordinances, codes and administrative or judicial
precedents or authori t ies, including the interpretat ion or administrat ion thereof  by any
Governmental Authority charged with the enforcement, interpretation or administration thereof,
and all applicable administrative orders, directed duties, licenses, authorizations and permits of,
and agreements with, any Governmental Authority. 1

"Lenders" means the Initial Lenders, each Issuing Bank, each Assuming Lender that shall
become a party hereto pursuant to Section 2.18 and each Person that shall become a party hereto
pursuant to Section 8.07. .

"Letter of Credit" has the meaning specified in Section 2.01(b).

"Letter of Credit ADplication" means an application and agreement for the issuance or
amendment of a Letter of Credit in the form from time to time in use by any Issuing Bank.

"Letter of Credit Commitment" means, with respect to each Issuing Bank, the obligation
of such Issuing Bank to issue Letters of Credit for the account of the Borrower from time to time
in an aggregate amount equal to (a) for each of the Initial Issuing Banks, $250,000,000 and
(b) for any other Issuing Bank, as separately agreed to by such Issuing Bank and the Borrower.
The Letter of Credit Commitment is part of, and not in addition to, the Revolving Credit
Commitments.

"Letter of Credit Expiration Date" means the day that is five Business Days prior to the
Termination Date.

"Lien" means any mortgage, pledge, hypothecation, assignment, deposit arrangement,
encumbrance, lien (statutory or otherwise), charge or other security interest or preferential
arrangement that has the practical effect of creating a security interest, including, without
limitation, the lien or retained security title of a conditional vendor and any easement, right of
way or other encumbrance on title to real property, and any Capital Lease having substantially
the same economic effect as any of the foregoing.

"Loan Documents" mean this Agreement, each Note, each L/C Related Document and
the Fee Letters .

"Material Adverse Effect" means a material adverse effect on (a) the financial condition
or financial prospects of the Borrower and its Subsidiaries taken as a whole, (b) the rights and
remedies of the Agent or any Lender under this Agreement or any Note or (c) the ability of the
Borrower to perform its obligations under this Agreement or any Note.
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"Material Subsidiary" means, at any time, a Subsidiary of the Borrower which as of such
time meets the definition of a "significant subsidiary" in Regulation S-X of the Securities and
Exchange Commission or whose assets at such time exceed 10% of the assets of the Borrower
and the Subsidiaries (on a consolidated basis).

"1v166a§§°°13ié§md3ay;,ft
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"Multiemployer Plan" means any employee benefit plan of the type described in
Section 4001(a)(3) of ERISA, to which the Borrower or any ERISA Affiliate makes or is
obligated to make contributions, or during the preceding five plan years, has made or been
obligated to make contributions .

"Note" means a promissory note of the Borrower payable to the order of any Lender,
delivered pursuant to a request made under Section 2.16 in substantially the form of Exhibit A
hereto.

"Notice of Borrowing" has the meaning specified in Section 2.02(a).

"Obligations" means all advances to, and debts, liabilities, obligations, covenants and
duties of, the Borrower arising under any Loan Document or otherwise with respect to any
Advance or Letter of Credit, whether direct or indirect (including those acquired by assumption),
absolute or contingent, due or to become due, now existing or hereafter arising and including
interest and fees that accrue under any Loan Document after the commencement by or against
the Borrower of any proceeding under any Debtor Relief Laws naming such Person as the debtor
in such proceeding, regardless of whether such interest and fees are allowed claims in such
proceeding.

"Other Taxes" means all present or future stamp or documentary taxes or any other
excise or property taxes, charges or similar levies arising from any payment made hereunder Or
under any other Loan Document or from the execution, delivery or enforcement of, or otherwise
with respect to, this Agreement or any other Loan Document.

"PBGC" means the Pension Benefit Guaranty Corporation.

"Pension Plan" means any "employee pension benefit plan" (as such term is defined in
Section 3(2) of ERISA), other than a Multiemployer Plan, that is subject to Title IV of ERISA
and iS sponsored or maintained by the Borrower or any ERISA Affiliate or to which the
Borrower or any ERISA Affiliate contributes or has an obligation to contribute, or in the case of
a multiple employer or other plan described in Section 4064(a) of ERISA, has made
contributions at any time during the immediately preceding five plan years.

"Permitted Lien" of the Borrower or any Material Subsidiary means any of the following:

(i) Liens for taxes, assessments or other governmental charges or levies not at
the time delinquent or thereafter payable without penalty or being contested in good faith
by appropriate proceedings and for which adequate reserves in accordance with GAAP
shall have been made,
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(ii) Liens imposed by or arising by operation of law, such as Liens of carriers,
warehousemen, mechanics, materialmen and landlords incurred in the ordinary course of
business, including, without limitation, landlord's liens arising under Arizona Law under
leases entered into by the Borrower in the 1986 sale and leaseback transactions with
respects. Palo Verde Unit 2__and.securing rent under such leases, in each
case, for' sumshOfoverdue for a period of More"thaH §§d3 'BeTng CoNtested good" '
faith by appropriate proceedings and for which adequate reserves in accordance with
GAAP shall have been made;

(i i i ) Liens incurred in the ordinary course of  business in connection with
worker's compensation, unemployment insurance or other forms of  governmental
insurance or benefits or other similar statutory obligations,

(iv) Liens to secure obligations on surety or appeal bonds,

(v) Liens on cash deposits in the nature of a right of setoff, banker's lien,
counterclaim or netting of cash amounts owed arising in the ordinary course of business
on deposit accounts, commodity accounts or securities accounts,

(v i) easements, restrictions, reservations, licenses, covenants, and other defects
of title that are not, in the aggregate, materially adverse to the use of such property for the
purpose for which it is used,

(vii) Liens securing claims against or other obligations of any Person other than
the Borrower or any Subsidiary of the Borrower neither assumed nor guaranteed by the
Borrower or any Subsidiary of the Borrower nor on which the Borrower or any
Subsidiary of the Borrower customarily pays interest, existing upon real estate or rights in
or relating to real estate acquired by the Borrower or any Subsidiary of the Borrower for
use in the operation of the business of the Borrower or any Subsidiary of the Borrower,
including, without limitation, for the generation, transmission or distribution of electric
energy, transportation, telephonic, telegraphic, radio, wireless or other electronic
communication or any other purpose,

(viii) rights reserved to or vested in and Liens on assets arising out of
obligations or duties to any municipality or public authority with respect to any right,
power, franchise, grant, license or permit, or by any provision of Law,

( ix) rights reserved to or vested in others to take or receive any part of the
power pursuant to firm power commitment contracts, purchased power contracts, tolling
agreements and similar agreements, coal, gas, oil or other minerals, timber or other
products generated, developed, manufactured or produced by, or grown on, or acquired
with, any property of the Borrower;

(x) rights reserved to or vested in any municipality or public authority to
control or regulate any property of the Borrower, or to use such property in a manner that
does not materially impair the use of such property for the purposes for which it is held
by the Borrower,
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(xi) security interests granted in favor of the lessors in the Borrower's
Decommissioning Trust Agreement (PVNGS Unit 2) dated as Of January 31, 1992 (such
agreement, as amended or otherwise modified from time to time, being die "Unit 2 Trust
Agreement") entered into in connection with the Unit 2 sale leaseback transaction to

curetlne430rr0wersubhgaho espectofthedeco ss1omngof*P*vtPwGS bi 2 or
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(xii) Liens that may exist with respect to the Unit 2 Trust Agreement (other
than as described in paragraph (xi) above) or with respect to either of the Borrower's
Decommissioning Trust Agreement (PVNGS Unit 1) or Decommissioning Trust
Agreement (PVNGS Unit 3), each dated as of July 1, 1991, as amended or otherwise
modified from time to time, relating to the Borrower's obligation to set aside funds for
the decommissioning and retirement from service of such Units ,

(xiii) pledges of pollution control 'bonds and related rights to secure the
Borrower's reimbursement obligations in respect of letters of credit, bond insurance, and
other credit or liquidity enhancements supporting pollution control bond transactions,
provided that such pollution control bonds are not secured by any other assets of the
Borrower or any Material Subsidiary,

(xiv) rights and interests of Persons other than the Borrower or any Material
Subsidiary (including, without limitation, acquisition rights), related obligations of the
Borrower or any Material Subsidiary and restrictions on it or its property arising out of
contracts, agreements and other instruments to which the Borrower or any Material
Subsidiary is a party that relate to the common ownership or joint use of property or other
use of property for the benefit of one or more third parties or that allow a third party to
purchase property of the Borrower or any Material Subsidiary and all Liens on the
interests of Persons other than the Borrower or any Material Subsidiary in such property,

(xv) transfers of operational or other control of facilities to a regional
transmission organization or other similar body and Liens on such facilities to cover
expenses, fees and other costs of such an organization or body,

(xvi) Liens established on specified bank accounts of the Borrower to secure the
Borrower's reimbursement obligations in respect of letters of credit supporting
commercial paper issued by the Borrower and similar arrangements for collateral security
with respect to refinancings or replacements of the same ,

(xvii) rights of transmission users or any regional transmission organizations or
similar entities in transmission facilities;

(xviii) Liens on property of the Borrower sold to another Person pursuant to a
conditional sales agreement where the Bonower retains title,

(xix) Liens created under this Agreement;

(xx) Liens on cash or cash equivalents not to exceed $200,000,000 (A)
deposited in margin accounts with or on behalf of futures contract brokers or paid over to
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other contract counterparties or (B) pledged or deposited as collateral to a contract
counterparty to secure obligations with respect to (1) contracts (other than for
Indebtedness) for commercial and trading activities in the ordinary course of business for
the purchase, transmission, distribution, sale, storage, lease or hedge of any energy or
energy/related commodity or(2) HedgeAgreements,

(xxi) Liens granted on cash or cash equivalents to defense Indebtedness of the
Borrower or any of its Subsidiaries,

(xxii) Liens granted on cash or cash equivalents constituting proceeds from any
sale or disposition of assets that is not prohibited by Section 5.02(c) deposited in escrow
accounts or otherwise withheld or set aside to secure obligations of the Borrower or any
Subsidiary providing for indemnification, adjustment of purchase price or any similar
obligations, in each case, in an amount not to exceed the amount of gross proceeds
received by the Borrower or any Subsidiary in connection with such sale or disposition,

(xxiii) Liens, deposits and similar arrangements to secure the performance of
bids, tenders or contracts (other than contracts for borrowed money), public or statutory
obligations, performance bonds and other obligations of a like nature incurred in the
ordinary course of business by the Borrower or any of its Subsidiaries,

(xxiv) rights of lessees arising under leases entered into by the Borrower or any
of its Subsidiaries as lessor, in the ordinary course of business,

(xxv) any Liens on or reservations with respect to governmental and other
licenses, permits, franchises, consents and allowances,

(xxii) Liens on property which is the subject of a Capital Lease Obligation
designating the Borrower or any of its Subsidiaries as lessee and all right, title and
interest of the Borrower or any of its Subsidiaries in and to such property and in, to and
under such lease agreement, whether or not such lease agreement is intended as a
security,

(xvii) licenses of intellectual property entered into in the ordinary course of
business,

(xviii) Liens solely on any cash earnest money deposits made by the Borrower or
any of its Subsidiaries in connection with any letter of intent or purchase agreement
permitted hereunder;

(xxx) Deposits or fords established for the removal from service of operating
facilities and coal mines and related facilities or other similar facilities used in connection
therewith; and

(xxx) Liens on cash deposits used to secure letters of credit under defaulting
lender provisions in credit or reimbursement facilities.
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provided, however, that no lien in favor of the PBGC shall, in any event, be a Permitted
Lien.

"Person"means an individual, partnership, corporation (including a business trust), joint
stock company, trust, unincorporated association, joint venture, 1inatiteeL4iability-company or
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"Plan" means any "employee benefit plan" (as such term is defined in Section 3(3) of
ERISA) established by the Borrower or, with respect to any such plan that is subject to Section
412 of the Internal Revenue Code or Title IV of ERISA, any ERISA Affiliate.

"Public Debt Rating" means, as of any date, the rating that has been most recently
announced by either S&P or Moody's, as the case may be, for any class of non-credit enhanced
long-term senior unsecured debt issued by the Borrower or, if any such rating agency shall have
issued more than one such rating, the lowest such rating issued by such rating agency. For
purposes of the foregoing, (a) if only one of S&P and Moody's shall have in effect a Public Debt
Rating, the Applicable Rate shall be determined by reference to the available rating, (b) if neither
S&P nor Moody's shall have .in effect a Public Debt Rating, the Applicable Rate will be set in
accordance with Level 5 under the definition of "Applicable Rate", (c) if the ratings established
by S&P and Moody's shall fall within different levels, the Applicable Rate shall be based upon
the higher rating unless such ratings differ by two or more levels, in which case the applicable
level will be deemed to be one level below the higher of such levels, (d) if any rating established
by S&P or Moody's shall be changed (other than as a result of a change in the basis on which
ratings are established), such change shall be effective as of the date on which such change is
first announced publicly by the rating agency making such change, and (e) if S&P or Moody's
shall change the basis on which ratings are established, each reference to the Public Debt Rating
announced by S&P or Moody's, as the case may be, shall refer to the then equivalent rating by
S&P or Moody's, as the case may be.

"PWCC" means Pinnacle West Capital Corporation, an Arizona corporation.

"Ratable Share" of any amount means, with respect to any Lender at any time but subject
to the provisions of Section 2.19, the product of such amount times a fraction the numerator of
which is the amount of such Lender's Revolving Credit Commitment at such time (or, if the
Revolving Credit Commitments shall have been terminated pursuant to Section 2.05 or 6.01,
such Lender's Revolving Credit Commitment as in effect immediately prior to such termination)
and the denominator of which is the aggregate amount of all Revolving Credit Commitments at
such time (or, if the Revolving Credit Commitments shall have been terminated pursuant to
Section 2.05 or 6.01, the aggregate amount of all Revolving Credit Commitments as in effect
immediately prior to such termination).

"Register"has the meaning specified in Section 8.07(c).

"Related Parties" means, with respect to any Person, such Person's Affiliates and the
partners, directors, officers, employees, agents, trustees and advisors of such Person and of such
Person's Affiliates.
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"Reportable Event" means any of the events set forth in Section 4043(c) of ERISA, other
than events for which the 30 day notice period has been waived under the final regulations issued
trader Section 4043, as in effect as of the date of this Agreement (the "Section 4043
Regulations"). Any changes made to the Section 4043 Regulations that become effective after
the Effective Date shall have no impact in the definition of Reportable Event as used herein
ur11e§§6'¢'tE1 vis€35éiiaE2TB9nie8536wei"aaa'u1-€Ra1naaré5a€r§. k

"Required Lenders"means, at any time, but subject to Section 2.19, Lenders holding in
the aggregate more than 50% of (a) the Revolving Credit Commitments or (b) if the Revolving
Credit Commitments have been terminated, the Total Outstandings .

"Revolving Credit Comnlitment" means, as to any Lender, its obligation to (a) make
Advances to the Borrower pursuant to Section 2.01 and 2.03(c), and (b) purchase participations
in L/C Obligations, in an aggregate principal amount at any one time outstanding not to exceed
the amount set forth opposite such Lender's name on Schedule 1.01 under the column
"Revolving Credit Commitment" or if such Lender has become a Lender hereunder pursuant to
an Assumption Agreement or if such Lender has entered into any Assignment and Assumption,
the amount set forth for such Lender in the Register, in each case as such amount may be
reduced pursuant to Section 2.05 or increased pursuant to Section 2.18.

"S&P" means Standard & Poor's Ratings Services, a division of The McGraw-Hill
Companies, Inc.

"Sale Leaseback Obligation Bonds" means PVNGS II Funding Corp.'s (a) 8.00%
Secured Lease Obligation Bonds, Series 1993, due 2015, (b) any other bonds issued by or on
behalf of the Borrower in connection with a sale/leaseback transaction, and (c) any refinancing
or refunding of the obligations specified in subclauses (a) and (b) above.

"SEC Reports"means the Borrower's (i) Form 10-K Report for the year ended December
31, 2008, (ii) Form 10-Q Reports for the quarters ended March 31, 2009, June 30, 2009 and
September 30, 2009 and (iii) Form 8-K Reports filed on January 26, 2009, February 20, 2009,
February 25, 2009, March 3, 2009, March 24, 2009, March 24, 2009, April 22, 2009, May 4,
2009, May 5, 2009, June 2, 2009, June 15, 2009, July 1, 2009, August 4, 2009, September 25,
2009, October 29, 2009, November 2, 2009, November 18, 2009, December 17, 2009, December
21, 2009, January 25, 2010 and February 1, 2010.

"Subsequent Order" means any decision, order or ruling of the Arizona Corporation
Commission issued after the Effective Date relating to the incurrence or maintenance of
Indebtedness by the Borrower and that amends, supersedes or otherwise modifies the 2007 Order
or any successor decision, order or ruling.

"Subsidiary" of any Person means any corporation, partnership, joint venture, limited
liability company, trust or estate of which (or in which) more than 50% of (a) the issued and
outstanding Voting Stock, (b) the interest in the capital or profits of such limited liability
company, partnership or joint venture or (c) the beneficial interest in such trust or estate, is at the
time directly or indirectly Owned or controlled by such Person, by such Person and one or more
of its other Subsidiaries or by one or more of such Person's other Subsidiaries.
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"Taxes" means all present or future taxes, levies, imposts, duties, deductions,
withholdings (including backup withholding), assessments, fees or other charges imposed by any
Governmental Authority, including any interest, additions to tax or penalties applicable thereto.

'Termination Date" means the earlier of (a) February 12, 2.013 and-€b)-the-date of
- f-e;= ~8tion € § " - - * € n t § §3 l f§

"Total Outstand'ulgs" means the sum of (a) the aggregate principal amount of all
Advances lug (b) all L/C Obligations outstanding.

"Unreimbursed Amount"has the meaning specified in Section 2.03(c)(i).

"Unissued Letter of Credit Commitment" means, with respect to any Issuing Bank, the
obligation of such Issuing Bank to issue Letters of Credit for the account of the Borrower in an
amount equal to the excess of (a) the amount of its Letter of Credit Commitment over (b) the
aggregate Available Amount of all Letters of Credit issued by such Issuing Bank.

4

"Unused Commitment" means, with respect to each Lender at any time, (a) such
Lender's Revolving Credit Commitment at such time minus (b) the sum of (i) the aggregate
principal amount of all Advances made by such Lender (in its capacity as a Lender) and
outstanding at such time and (ii) such Lender's Ratable Share of the aggregate L/C Obligations
outstanding at such time.

"Voting Stock" means capital stock issued by a corporation, or equivalent interests in any
other Person, the holders of Which are ordinarily, in the absence of contingencies, entitled to vote
for die election of directors (or persons performing similar functions) of such Person, even if the
right so to vote has been suspended by the happening of such a contingency.

"Wells Fargo"means Wells Fargo Bank, National Association.

Section 1.02 Other kiterpretive Provisions. With reference to this Agreement and each
other Loan Document, unless otherwise specified herein or in such other Loan Document:

(a) The definitions of terms herein shall apply equally to the singular and plural
forms of the terms defined. Whenever the context may require, any pronoun shall include the
corresponding masculine, feminine and neuter forms. The words "include," "includes" and
"including" shall be deemed to be followed by the phrase "without limitation." The word "will"
shall be construed to have the same meaning and effect as the word "shall." Unless the context
requires otherwise, (i) any definition of or reference to any agreement, instrument or other
document shall be construed as referring to such agreement, instrument or other document as
from time to time amended, supplemented or otherwise modified (subject to any restrictions on
such amendments, supplements or modifications set forth herein or in any other Loan
Document), (ii) any reference herein to any Person shall be construed to include such Person's
permitted successors and permitted assigns, (iii) the words "herein," "hereof" and "hereunder,"
and words of similar import when used in any Loan Document, shall be construed to refer to
such Loan Document in its entirety and not to any particular provision thereof, (iv) all references
in a Loan Document to Articles, Sections, Exhibits and Schedules shall be construed to refer to
Articles and Sections of, and Exhibits and Schedules to, the Loan Document in which such
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references appear, (v) any reference to any law shall include all statutory and regulatory
provisions consolidating, amending, replacing or interpreting such law and any reference to any
law or regulation shall, unless otherwise specified, refer to such law or regulation as amended,
modified or supplemented from time to time, and (vi) the words "asset" and "property" shall be
construed to have the same meaning and effect and to referto-auny~ancFalHangible and intangi'ule--
assets and properties, includingcash,securities, accounts and contract rights.

(b) In the computation of periods of time from a specified date to a later specified
date, the word "from" means "from and including," the words "to" and "until" each mean "to but
excluding," and the word "through" means "to and including."

(c) Section headings herein and in the other Loan Documents are included for
convenience of reference only and shall not affect the interpretation of this Agreement or any
other Loan Document.

Section 1.03 Accounting Terms. Unless otherwise specified herein, all accounting
terms used herein shall be interpreted, all accounting determinations hereunder shall be made,
and all financial statements required to be delivered hereunder shall be prepared, in accordance
with generally accepted accounting principles as in effect from time to time, applied on a basis
consistent (except for changes concurred in by the Borrower's independent public accountants)
with the most recent audited Consolidated financial statements of the Borrower delivered to the
Agent ("GAAP"). If at any time any change in GAAP or in the interpretation thereof would
affect the computation of any financial ratio or requirement set forth in any Loan Document, and
either the Borrower or the Required Lenders shall so request, the Agent, the Lenders and the
Borrower shall negotiate in good faith to amend such ratio or requirement to preserve the
original intent thereof in light of such change in GAAP or in the interpretation thereof (subject to
the approval of the Required Lenders),provided that,until so amended, such ratio or requirement
shall continue to be computed in accordance with GAAP prior to such change therein.

Section 1.04 Rounding. Any financial ratios required to be maintained by the Borrower
pursuant to this Agreement shall be calculated by dividing the appropriate component by the
other component, carrying the result to one place more than the number of places by which such
ratio is expressed herein and rounding the result up or down to the nearest number (with a
rounding-up if there is no nearest number).

Section 1.05 Times of Day. Unless otherwise specified, all references herein to times
of day shall be references to Easter time (daylight or standard, as applicable).

ARTICLE 11

AMOUNTS AND TERMS OF THE ADVANCES AND LETTERS OF CREDIT

Section 2.01 The Advances and Letters of Credit.

(a) The Advances. Each Lender severally agrees, on the terms and conditions
hereinafter set fords, to make Advances in Dollars to the Borrower from time to time on any
Business Day during the period from the Effective Date until the Termination Date in an amount
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not to exceed such Lender's Unused Commitment. Each Borrowing shall be in an aggregate
amount of $10,000,000 or an integral multiple of $1,000,000 in excess thereof and shall consist
of Advances of the same Type made on the same day by.the Lenders ratably according to their
respective Revolving Credit Commitments. Within the limits of each Lender's Revolving Credit
Cornnritrrrent, and subject to the other terms and conditions hereof, the Borrower may borrow
uNder this Sécti6hl2.01(a), -perky 51351510 to s§Hsi'"r10-a1'fé&»n<>w iiiiréiniiw i m -
2.01(a).

(b) Letters of Credit. Each Issuing Bank agrees, on the terms and conditions
hereinafter set forth, in reliance upon the agreements of the other Lenders set forth in this
Agreement, to issue letters of credit (each, a "Letter of Credit") for the account of the Borrower
from time to time on any Business Day during the period from the Effective Date until 30 days
before the Termination Date in an aggregate Available Amount for all Letters of Credit issued by
each Issuing Bank not to exceed at any time such Issuing Bank's Letter of Credit Commitment,
provided that after giving effect to the issuance of any Letter of Credit, (i) the Total Outstandings
shall not exceed the aggregate Revolving Credit Commitments and (ii) each Lender's Ratable
Share of the Total Outstandings shall not exceed such Lender's Revolving Credit Commitment.
No Letter of Credit shall have an expiration date (including all rights of the Borrower or the
beneficiary to require renewal) later than the Letter of Credit Expiration Date. Within the limits
referred to above, the Borrower may from time to time request the issuance of Letters of Credit
under this Section 2.01(b). The terms "issue", "issued", "issuance" and all similar terms, when
applied to a Letter of Credit, shall include any renewal, extension or amendment thereof.

Section 2.02 Making the Advances.

(a) Except as otherwise provided in Section 2.03(c), each Borrowing shall be made
on notice, given not later than (x) 12:00 noon on the third Business Day prior to the date of the
proposed Borrowing in the case of a Borrowing consisting of Eurodollar Rate Advances or (y)
12:00 noon on the date of the proposed Borrowing in the case of a Borrowing consisting of Base
Rate Advances, by the Borrower to the Agent, which shall give to each Lender prompt notice
thereof by facsimile. Each such notice of a Borrowing (a "Notice of Borrowing") shall be in
writing or by facsimile in substantially the form of Exhibit B hereto, specifying therein the
requested (i) date of such Borrowing, (ii) Type of Advances comprising such Borrowing, (iii)
aggregate amount of such Borrowing, and (iv) in the case of a Borrowing consisting of
Eurodollar Rate Advances, initial Interest Period for each such Advance. Each Lender shall, in
the case of a Borrowing consisting of Base Rate Advances, before 2:00 p.m. on the date of such
Borrowing, and in die case of a Borrowing consisting of Eurodollar Rate Advances, before 11:00
a.m. on date of such Borrowing, make available for the account of its Applicable Lending Office
to the Agent at the Agent's Account, in same day funds, such Lender's Ratable Share of such
Borrowing. After the Agent's. receipt of such funds and upon fulfillment of the applicable
conditions set forth in Article III, the Agent will make such funds available to the Borrower at
the Agent's address referred to in Section 8.02 or as requested by the Borrower in the applicable
Notice of Borrowing.

(b) Anything in subsection (a) above to the contrary notwithstanding, (i) the
Borrower may not select Eurodollar Rate Advances for any Borrowing if the aggregate amount
of such Borrowing is less than $10,000,000 or if the obligation of the Lenders to make
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Eurodollar Rate Advances shall then be suspended pursuant to Section 2.08 or 2.12 and (ii) at no
time shall there be more than fifteen different Interest Periods outstanding for Eurodollar Rate
Advances.

(c) Each Notice of Borrowing shall be irrevocable and binding on the Borrowe d - In
Of FBIsIrovi T1'i'5Wherela1'l'I6tiCe- BT °B'6rrwirrgspewffr'est=i§"t8"b"e-

Eurodollar Rate Advances, the Borrower shall indemnify each Lender against any loss, cost or
expense reasonably incurred by such Lender as a result of any failure to fulfill on or before the
date specified in such Notice of Borrowing for such Borrowing the applicable conditions set
forth in Article HI, including, without limitation, any loss (excluding loss of anticipated profits),
cost or expense incurred by reason of the liquidation or reemployment of deposits or other funds
acquired by such Lender to fund the Advance to be made by such Leader as part of such
Borrowing when such Advance, as a result of such failure, is not made on such date.

(d) Unless the Agent shall have received notice from a Lender prior to the time of the
applicable Borrowing that such Lender will not make available to the Agent such Lender's
Ratable Share of such Borrowing, the Agent may assume that such Lender has made such
portion available to the Agent on the date of such Borrowing in accordance with subsection (a)
of this Section 2.02 and the Agent may, in reliance upon such assumption, make available to the
Borrower on such date a corresponding amount. If and to the extent that such Lender shall not
have so made such Ratable Share available to the Agent, such Lender and the Borrower severally
agree to repay to the Agent within one Business Day after demand for such Lender and within
three Business Days after demand for the Borrower such corresponding amount together with
interest thereon, for each day from the date such amount is made available to the Borrower until
the date such amount is repaid to the Agent, at (i) in the case of the Borrower, the interest rate
applicable at the time to Advances comprising such Borrowing and (ii) in the case of such
Lender, the Federal Funds Rate. If the Borrower and such Lender shall pay such interest to the
Agent for the same or an overlapping period, the Agent shall promptly remit to the Borrower the
amount of such interest paid by the Borrower for such period. If such Lender shall repay to the
Agent such corresponding amount, such amount so repaid shall constitute such Lender's
Advance as part of such Borrowing for purposes of this Agreement.

(e) The failure of any Lender to make the Advance to be made by it as part of any
Borrowing shall not relieve any other Lender of its obligation, if any, hereunder to make its
Advance on the date of such Borrowing, but no Lender shall be responsible for the failure of any
other Lender to make the Advance to be made by such other Lender on the date of any
Borrowing.

Section 2.03 Letters of Credit.

(a) General.

(i) No Issuing Bank shall issue any Letter of Credit, if the expiry date of such
requested Letter of Credit would occur after the Letter of Credit Expiration Date, unless
all the Lenders have approved such expiry date.
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(ii)
Credit if:

No Issuing Bank shall be under any obligation to issue any Letter of

(A) any order, judgment or decree of any Governmental Authority or
arbitrator shall by its terns purpoftto-enjoin or restrain such Issuing Bank from
i ii8§i6H refféfsrcreari af my LaWa§pliCaWe tosuclF[ssuiHg`B`aii]E6t arIy
request or directive (whether or not having the force of law) from any
Governmental Authority with jurisdiction over such Issuing Bank shall prohibit,
or request that such Issuing Bank refrain from, the issuallce of letters of credit
generally or such Letter of Credit in particular or shall impose upon such Issuing
Bank with respect to such Letter of Credit any restriction, reserve or capital
requirement (for which such Issuing Bank is not otherwise compensated
hereunder) not in effect on the Effective Date, or shall impose upon such Issuing
Bank any unreimbursed loss, cost or expense which was not applicable on the
Effective Date and which, in each such case, such Issuing Bank in good faith
deems material to it,

(B) except as otherwise agreed by the Borrower and such Issuing
Bank, such Letter of Credit is in an initial stated amount less than $50,000, in the
case of a commercial Letter of Credit, or $500,000, in the case of a standby Letter
of Credit,

(C)
Dollars,

such Letter of Credit is to be denominated in a currency other than

(D) such Letter of Credit contains any provisions for automatic
reinstatement of the stated amount after any drawing thereunder,

(E) subject to Section 2.03(b)(iii), the expiry date of such requested
Letter of Credit would occur more than twelve months after the date of issuance
or last extension, or

(F) any Lender is at such time an Affected Lender hereunder, unless
the applicable Issuing Bank is satisfied that the related exposure will be 100%
covered by the Commitments of the non-Affected Lenders or, if not so covered,
until such Issuing Bank has entered into arrangements satisfactory to it in its sole
discretion with the Borrower or such Affected Lender to eliminate such Issuing
Bank's risk with respect to such Affected Lender, and participating interests in
any such newly issued Letter of Credit shall be allocated among non-Affected
Lenders in a manner consistent with Section 2.l9(c)(i) (and Affected Lenders
shall not participate therein) ,

(iii) No Issuing Bank shall amend any Letter of Credit if such Issuing Bank
would not be pennitted at such time to issue such Letter of Credit in its amended form
under the terms hereof.

(iv) No Issuing Bank shall be under any obligation to amend any Letter of
Credit if (A) such Issuing Bank would have no obligation at such time to issue such
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Letter of Credit in its amended form under the terms hereof, or (B) the beneficiary of
such Letter of Credit does not accept the proposed amendment to such Letter of Credit.

{

8

(b) Procedures for Issuance and Amendment of Letters of Credit. Auto-Extension
Letters of Credit.

(i) Each Letter of Credit shall be issued or amended, as the case may be, upon
the request of the Borrower delivered to the applicable Issuing Bank (with a copy to the
Agent) in the font of a Letter of Credit Application, appropriately completed and signed
by an Authorized Officer of the Borrower. Such Letter of Credit Application must be
received by such Issuing Bank and the Agent not later than 11:00 a.rn. at least two
Business Days (or such later date and time as the Agent and such Issuing Bank may agree
in a particular instance in their sole discretion) prior to the proposed issuance date or date
of amendment, as the case may be. In the case of a request for an initial issuance of a
Letter of Credit, such Letter of Credit Application shall specify in form and detail
satisfactory to the applicable Issuing Bank: (A) the proposed issuance date of the
requested Letter of Credit (which shall be a Business Day); (B) the amount thereof; (C)
the expiry date thereof, (D) the name and address of the beneficiary thereof, (E) the
documents to be presented by such beneficiary in case of any drawing thereunder, (F) the
full text of any certificate to be presented by such beneficiary in case of any drawing
thereunder, (G) the purpose and nature of the requested Letter of Credit, and (H) such
other matters as such Issuing Bank may require. In the case of a request for an
amendment of any outstanding Letter of Credit, such Letter of Credit Application shall
specify in form and detail satisfactory to the applicable Issuing Bank (A) the Letter of
Credit to be amended, (B) the proposed date of amendment thereof (which shall be a
Business Day), (C) the nature of the proposed amendment; arid (D) such other matters as
such Issuing Bank may require. Additionally, the Borrower shall furnish to the
applicable Issuing Bank and the Agent such other documents and information pertaining
to such requested Letter of Credit issuance or amendment, including any L/C Related
Documents, as the applicable Issuing Bank or the Agent may require. In die event and to
the extent that the provisions of any Letter of Credit Application or other L/C Related
Document shall conflict with this Agreement, the provisions of this Agreement shall
govern. Without limitation of the immediately preceding sentence, no such Letter of
Credit Application or other L/C Related Document may impose any additional conditions
on the issuance or maintenance of a Letter of Credit, any additional default provisions,
collateral requirements or other obligations of the Borrower to any Issuing Bank, other
that as stated in this Agreement.

(ii) Promptly after receipt of any Letter of Credit Application, the applicable
Issuing Bank will confirm with the Agent (by telephone or in writing) that the Agent has
received a copy of such Letter of Credit Application from the Borrower and, if not, such
Issuing BaM will provide the Agent with a copy thereof. Unless the applicable Issuing
Bank has received written notice from the Required Lenders, the Agent or the Borrower,
at least one Business Day prior to the requested date of issuance or amendment of the
applicable Letter of Credit, that one or more applicable conditions contained in Article III
shall not then be satisfied, then, subject to the terms and conditions hereof, such Issuing
Bank shall, on the requested date, issue a Letter of Credit for the account of the Borrower
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or enter into the applicable amendment, as the case may be, in each case in accordance
with such Issuing Bank's usual and customary business practices. Immediately upon the
issuance of each Letter of Credit, each Lender shall be deemed to, and hereby irrevocably
and unconditionally agrees to, purchase from such Issuing Bank a risk participation in
such Letter of Credit in an amount equal Lu the product of such I:end@er*s~Rmble Share
_tiii*[éS'the aii6init of suclfréttef ofcrééit. - -- . :

(i i i) If the Borrower so requests in any applicable Letter of Credit Application,
the applicable Issuing Bank may, in its sole and absolute discretion, agree to issue a
Letter of Credit that has automatic extension provisions (each, an "Auto-Extension Letter
of Credit"), provided that any such Auto-Extension Letter of Credit must permit such
Issuing Bank to prevent any such extension at least once in each twelve-month period
(commencing with the date of issuance of such Letter of Credit) by giving prior notice to
the beneficiary thereof not later than a day (the "Non-Extension Notice Date") in each
such twelve-month period to be agreed upon at the time such Letter of Credit is issued.
Unless otherwise directed by the applicable Issuing Bank, the Borrower shall not be
required to make a specific request to the applicable Issuing Bank for any such extension.
Once an Auto-Extension Letter of Credit has been issued, the Lenders shall be deemed to
have authorized (but may not require) the applicable Issuing Bank to permit the extension
of such Letter of Credit at any time to an expiry date not later than the Letter of Credit
Expiration Date,provided, however, that the applicable Issuing Bank shall not permit any
such extension (or may issue a Notice of Non-Extension) if (A) such Issuing Bank has
determined that it would not be permitted at such time to issue such Letter of Credit in its
revised form (as extended) by reason of the provisions of clause (i) of Section 2.03(a) (or
would have no obligation to issue such Letter of Credit by reason of the provisions of
clause (ii) of Section 2.03(a)), or (B) it has received notice (which may be by telephone
or in writing) on or before the day that is seven Business Days before the Non-Extension
Notice Date (1) from the Agent that the Required Lenders have elected not to permit such
extension pursuant to Section 6.02 or (2) from the Agent, the Required Lenders or the
Borrower that one or More of the applicable conditions specified in Section 3.02 is not
then satisfied, and in each such case directing such Issuing Bank not to pennis such
extension.

(iv) Promptly after its delivery of any Letter of Credit or any amendment to a
Letter of Credit to an advising bank with respect thereto or to the beneficiary thereof, the
applicable Issuing Bank will also deliver to the Borrower and the Agent a true and
complete copy of such Letter of Credit or amendment.

(c) Drawings and Reimbursements; Funding of Participations.

a

( i ) Subject to the provisions below, not later than 2:30 p.m. on the date (the
"Honor Date") that any Issuing Bank makes any payment on a drawing on any Letter of
Credit, if the Borrower shall have received notice of such payment prior to 11:30 a.m. on
such date, or, if such notice has not been received by the Borrower prior to such time on
such date, then not later than 2:30 p.m. on the next Business Day, the Borrower shall
reimburse such Issuing Bank through the Agent in an amount equal to the amount of such
drawing together with interest thereon. If the Borrower fails to so reimburse such ISsuing
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Bank by such time, unless the Borrower shall have advised the Agent that it does not
meet the conditions specified in either clause (B) or (C) below, the Agent shall promptly
notify each Lender of the Honor Date, the amount of the unreimbursed drawing (the
"Unreimbursed Amount"), and the amount of such Lender's Ratable Share thereof. In
such event Me Borrower shailbe Rate Advance to be
disbursed on the Honor Date in an amount equal to the UhreiinbUrsed Amounhwimout

regard to the minimum and multiples specified in Section 2.01(a) or the delivery of a
Notice of Borrowing, but subject to (A) the amount of the aggregate Unused
Commitments, (B) no Event of Default having occurred and be continuing, or resulting
therefrom, and (C) the conditions specified in Sections 3.02(c) through (i) being satisfied
on and as of the date of the applicable Base Rate Advance and, to the extent so financed,
the Borrower's obligation to satisfy the reimbursement obligation created by such
payment by the Issuing Bank on the Honor Date shall be discharged and replaced by the
resulting Base Rate Advance. Any .notice given by any Issuing Bank or the Agent
pursuant to this Section 2.03(c)(i) may be given by telephone if immediately confirmed in
writing, provided that the lack of such an immediate confirmation shall not affect the
conclusiveness or binding effect of such notice.

(ii) Each Lender shall upon any notice pursuant to Section 2.03(c)(i) make
funds available to the Agent for the account of the applicable Issuing Bank at the Agent's
Office in an amount equal to its Ratable Share of the Unreimbursed Amotuit not later
than 4:00 p.m. on the Business Day specified in such notice by the Agent, whereupon,
subject to the provisions of Section 2.03(c)(iii), each Lender that so Md<es funds
available shall be deemed to have made a Base Rate Advance to the Borrower in such
amount. The Agent shall remit the funds so received to the applicable Issuing Bank.

(ii i) With respect to any Unreimbursed Amount that is not fully refinanced by
a Base Rate Advance because any of the conditions set forth in clauses (A), (B) or (C) of
Section 2.03(c)(i) cannot be satisfied or for any other reason, then not later than 2:30 p.m.
on the next Business Day after the day notice of the drawing is given to the Borrower, in
the case of a failure to meet any such condition, or in any other case, after notice of the
event resulting in the outstanding Unreirnbursed Amount, the Borrower shall reimburse
such Issuing Bank through the Agent in an amount equal to the amount of such
outstanding Unreimbursed Amount with interest thereon. If the Borrower fails to so
reimburse such Issuing Bank by such time, the Borrower shall be deemed to have
incurred from the applicable Issuing Bank an L/C Borrowing in the amount of the
Unreimbursed Amount that is not so refinanced, which L/C Borrowing shall be due and
payable on demand (together with interest) and shall bear interest at the Base Rate in
effect from time to time plus the Applicable Rate for Base Rate Advances in effect from
time to time plus 2% per annum. In such event, each Lender's payment to the Agent for
the account of the applicable Issuing Bank pursuant to Section 2.03 (c)(ii) shall be deemed
payment ire respect of its participation in such L/C Borrowing and shall constitute an L/C
Advance from such Lender in satisfaction of its participation obligation under this
Section 2.03 .

(iv) Until each Lender funds its Base Rate Advance or L/C Advance pursuant
to this Section 2.03(c) to reimburse the applicable Issuing Bank for any amount drawn
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under any Letter of Credit, interest in respect of such Lender's Ratable Share of such
amount shall be solely for the account of the applicable Issuing Bank.

(v) Each Lender's obligation to make Base Rate Advances or L/C Advances
to reimbtnrse-the appiicalbieissuingBankfora1nounts1d:rawnunder-betters~oP€redi t, as
c0htemplggdb igggétionQ.03(¢)s5a11 be absolute dhnc0ddftioha1 andshallnotbe
affected by any circumstance, including (A) any setoff, counterclaim, recoupment,
defense or other right which such Lender may have against such Issuing Bank, the
Borrower or any other Person for any reason whatsoever, (B) the occurrence or
continuance of a Default, or (C) any other occurrence, event or condition, whether or not
similar to any of the foregoing, provided, however, that each Lender's obligation to make
Base Rate Advances pursuant to this Section 2.03(c) is subject to the conditions set forth
in Section 2.03(c)(i). No such malting of an L/C Advance shall relieve or otherwise
impair the obligation of the Borrower to reimburse the applicable Issuing Bank for the
amount of any payment made by such Issuing Bank under any Letter of Credit, together
with interest as provided herein.

3

(vi) If any Lender fails to make available to the Agent for the account of the
applicable Issuing Bank any amount required to be paid by such Lender pursuant to the
foregoing provisions of this Section 2.03(c) by the time specified in Section 2.03(c)(ii),
such Issuing Bank shall be entitled to recover from such Lender (acting through the
Agent), on demand, such amount with interest thereon for the period from the date such
payment is required to the date on which such payment is immediately available to such
Issuing Bank at a rate per annum equal to die greater of the Federal Funds Rate and a rate
determined by such Issuing Bank in accordance with banking industry rules on interbank
compensation, plus any administrative, processing or similar fees customarily charged by
such Issuing Bank in connection with the foregoing. If such Lender pays such amount
(with interest and fees as aforesaid), the amount so paid shall constitute such Lender's
Base Rate Advance included in the relevant Borrowing or L/C Advance in respect of the
relevant L/C Borrowing, as the case may be. A certificate of the applicable Issuing Bank
submitted to any Lender (through the Agent) with respect to any amounts owing under
this clause (vi) shall be conclusive absent manifest error.

(d) Repayment of Participations.

(i) At any time after the applicable Issuing Bank has made a payment under
any Letter of Credit and has received from any Lender such Lender's L/C Advance in
respect of such payment in accordance with Section 2.03(c), if the Agent receives for the
account of such Issuing Bank any payment in respect of the related Unreimbursed
Amount or interest thereon (whether directly from the Borrower or otherwise, including
proceeds of Cash Collateral (as defined in Section 2.03(h)) applied thereto by the Agent),
the Agent will distribute to such Lender its Ratable Share thereof in the same funds as
those received by the Agent.

(ii) If any payment received by the Agent for the account of the applicable
Issuing Bank pursuant to Section 2.03(c)(i) is required to be returned under any of the
circumstances described in Section 8.12 (including pursuant to any settlement entered
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into by such Issuing Bank in its discretion), each Lender shall pay to the Agent for the
account of such Issuing Bank its Ratable Share thereof on demand of the Agent, plus
interest thereon from the date of such demand to the date such amount is returned by such
Lender, at a rate per annum equal to the Federal Funds Rate from time to time in effect.
The obligations of Lhe Lemurs under this clauseshatl1-survive-MepaymeminfMlofthe
ObligationS and the frniiafiah Of this Agfeeriiéfxfi i

(e) Failure to Make Advances. The failure of any Lender to make the Advance to be
made by it on the date specified in Section 2.03(c) or any L/C Advance shall not relieve any
other Lender of its obligation hereunder to make its Advance or L/C Advance, as the case may
be, to be made by such other Lender on such date.

(D Obligations Absolute. The obligation of the Borrower to reimburse the applicable
Issuing Bank for each drawing under each Letter of Credit and to repay each L/C Borrowing
shall be absolute, unconditional and irrevocable, and shall be paid strictly in accordance with the
terms of this Agreement under all circumstances, including the following:

(i) any lack of validity or enforceability of such Letter of Credit, this
Agreement, or any other Loan Document,

(ii) the existence of any claim, counterclaim, setoff, defense or other right that
the Borrower may have at any time against any beneficiary or any transferee of such
Letter of Credit (or any Person for whom any such beneficiary or any such transferee
may be acting), any Issuing Bank or any other Person, whether in connection with this
Agreement, the transactions contemplated hereby or by such Letter of Credit or any
agreement or instrument relating thereto, or any unrelated transaction,

(iii) any draft, demand, certificate or other document presented under such
Letter of Credit proving to be forged, fraudulent, invalid or insufficient in any respect or
any statement therein being untrue or inaccurate in any respect, or any loss or delay in the
transmission or otherwise of any document required in order to make a drawing under
such Letter of Credit, .

(iv) any payment by the applicable Issuing Bank under such Letter of Credit
against presentation of a draft or certificate that does not strictly comply with the terms of
such Letter of Credit, or any payment made by the applicable Issuing Bank under such
Letter of Credit to any Person purporting to be a trustee in bankruptcy, debtor-in-
possession, assignee for the benefit of creditors, liquidator, receiver or other
representative of or successor to any beneficiary or any transferee of such Letter of
Credit, including any arising in connection with any proceeding under any Debtor Relief
Law, or

(v) any other circumstance or happening whatsoever, whether or not similar to
any of the foregoing, including any other circumstance that might otherwise constitute a
defense available to, or a discharge of, the Borrower.

provided, however, that nothing in this Section 2.03(f) shall limit the rights of the
Borrower under Section 2.03.(g).
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The Borrower shall promptly examine a copy of each Letter of Credit and each
amendment thereto that is delivered to it and, in the event of any claim of noncompliance with
the Borrower's instructions or other irregularity that is mown to the Borrower in connection with
any draw under such Letter of Credit of which the Borrower has reasonable notice, the Borrower
will immediately notify the applicwatbieissuhrg Bank. To the extent allowedly applicable Law,
BorrOwer shall be coNclusively' deemed to h`avé waived 513 silCli Elaifltagaiilst the applicable
Issuing Bank and its correspondents unless such notice is given as aforesaid. Nothing herein
shall require the Borrower to make any determination as to whether the drawing is in accordance
with the requirements of the Letter of Credit, provided that the Borrower may waive any
discrepancies in the drawing on any such Letter of Credit.

S

i

(g) Role of Issuing Bank. Each Lender and the Borrower agree that, in paying any
drawing under a Letter of Credit, the applicable Issuing Bank shall not have any responsibility to
obtain any document (other than any sight draft, certificates and documents expressly required
by the Letter of Credit) or to ascertain or inquire as to the validity or accuracy of any such
document or the authority of the Person executing or delivering any such document. None of the
applicable Issuing Bank, the Agent, any of their respective Related Parties nor any
correspondent, participant or assignee of such Issuing Bank shall be liable to any Lender for (i)
any action taken or omitted in connection herewith at the request or with the approval of the
Lenders or the Required Lenders, as applicable, (ii) any action taken or omitted in the absence of
gross negligence or willful misconduct, or (iii) the due execution, effectiveness, validity or
enforceability of any document or instrument related to any Letter of Credit or L/C Related
Document. The Borrower hereby assumes all risks of the acts or omissions of any beneficiary or
transferee with respect to its use of any Letter of Credit,provided, however,that this assumption
is not intended to, and shall not, preclude the Borrower's pursuing such rights and remedies as it
may have against the beneficiary or transferee at Law or under any other agreement. None of the
applicable Issuing Bank, the Agent, any of their respective Related Parties nor any
correspondent, Participant or assignee of such Issuing Bank shall be liable or responsible for any
of the matters described in clauses (i) through (v) of Section 2.03(f), provided, however, that
anything in such clauses to the contrary notwithstanding, the Borrower may have a claim against
the applicable Issuing Bank, and such Issuing Baink may be liable to the Borrower, to the extent,
but only to the extent, of any direct, as opposed to consequential or exemplary, damages suffered
by the Borrower which the Borrower proves were caused by such Issuing Bank's willful
misconduct or gross negligence or such Issuing Bank's willful failure to pay under any Letter of
Credit after the presentation to it by the beneficiary of a sight draft and certificate(s) strictly
complying with the terms and conditions of a Letter of Credit. In furtherance and not in
limitation of the foregoing, the applicable Issuing Bank may accept documents that appear on its
face to be in order, without responsibility for further investigation, regardless of any notice or
information to the contrary, and such Issuing Bank shall not be responsible for the validity or
sufficiency of any instrument transferring or assigning or purporting to transfer or assign a Letter
of Credit or the rights or benefits thereunder or proceeds thereof, in whole or in part, which may
prove to be invalid or ineffective for any reason.

i

(h) Cash Collateral. Upon the request of the Agent, if, as of the Letter of Credit
Expiration Date, any L/C Obligation for any reason remains outstanding, the Borrower shall, in
each case, immediately Cash Collateralize the then outstanding L/C Obligations. Section 6.02
sets forth certain additional requirements to deliver Cash Collateral hereunder. For purposes of
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this Section 2.03 and Section 6.02, "Cash Collateralize" means to pledge and deposit with or
deliver to the Agent, for the benefit of the Issuing Banks and the Lenders, as collateral for the
L/C Obligations, cash or deposit account balances pursuant to documentation in form and
substance satisfactory to the Agent and each Issuing Bank (which documents are hereby
consented to bythedzenders). Derivatives of strclrtemT"have-corresponding meanings. The
Borrower hereby grants to the Agent, for the benefit of the Issuing Banks and the Lenders, a
security interest in all such cash, deposit accounts and all balances therein and all proceeds of the
foregoing. Cash Collateral shall be maintained in blocked, non-interest bearing deposit accounts
with the Agent.

(i) Applicability of ISP and UCP. Unless otherwise expressly agreed by the
applicable Issuing Bank and the Borrower when a Letter of Credit is issued, (i) the rules of the
ISP shall apply to each standby Letter of Credit, and (ii) the rules of the Uniform Customs and
Practice for Documentary Credits, as most recently published by the International Chamber of
Commerce at the time of issuance shall apply to each commercial Letter of Credit.

(i) Letter of Credit Reports. Each Issuing Bank shall furnish (A) to the Agent on the
first Business Day of each month a written report summarizing issuance and expiration dates of
Letters of Credit issued by such Issuing Bank during the preceding month and drawings during
such month under all such Letters of Credit and (B) to the Agent on the first Business Day of
each calendar quarter a written report setting forth the average daily aggregate Available Amount
during the preceding calendar quarter of all Letters of Credit issued by such Issuing Bank.

(k) Interim Interest. Except as provided in Section 2.03(c)(ii) with respect to
Unreimbursed Amounts refinanced as Base Rate Advances and Section 2.03(c)(iii) with respect
to L/C Borrowings, unless the Borrower shall reimburse each payment by an Issuing Bank
pursuant to a Letter of Credit in full on the Honor Date, the Unreimbursed Amount thereof shall
bear interest, for each day from and including the Honor Date to but excluding the date that the
Borrower reimburses such Issuing Bank for the Unreimbursed Amount in full, at the rate per
annum equal to (i) the Base Rate in effect from time to time plus the Applicable Rate for Base
Rate Advances in effect from time to time, to but excluding the next Business Day after the
Honor Date and (ii) from arid including the next Business Day after the Honor Date, the Base
Rate in effect from time to time plus the Applicable Rate for Base Rate Advances in effect from
time to time plus 2% per annum.

Section 2.04 Fees.

(a) Commitment Fee. The Borrower agrees to pay to the Agent for the account of
each Lender a commitment fee on such Lender's Unused Commitment from the Effective Date
in the case of each Initial Lender and from the effective date specified in the Assumption
Agreement or in the Assignment and Assumption pursuant to which it became a Lender in the
case of each other Lender until the Termination Date at a rate per annum equal to the Applicable
Rate for Commitment Fees in effect from time to time, payable in arrears quarterly on the last
day of each March, June, September and December, commencing March 31, 2010, and on the
Termination Date, provided that no commitment fee shall accrue with respect to the Unused
Commitment of an Affected Lender so long as such Lender shall be an Affected Lender.
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(b) Letter of Credit Fees.

(i) The Borrower shall pay to the Agent for the account of each Lender a
commission on such Lender's Ratable Share of the average daily aggregate Available
Amount-of alll;ettefs~ePC-fed1t~eutstandang *lm o t11=ne~at~a rateperannunfrequal
tO the AI5§1{53b1§R35f6tE8036115tR5té d9 6e$ iN effect rt6na time refine, 'during
such calendar quarter, payable in arrears quarterly on the last day of each March, June,
September and December, commencing with the quarter ended March 31, 2010, and on
the Termination Date; provided that the Applicable Rate for Eurodollar Rate Advances
shall be 2% above such Applicable Rate in effect upon the occurrence and during the
continuation of an Event of Default if the Borrower is required to pay default interest
pursuant to Section 2.07(b).

(ii) The Borrower shall pay to each Issuing Bank, for its own account, a
fronting fee with respect to each Letter of Credit issued by such Issuing Bank, payable in
the amounts and at the times specified in the applicable Fee Letter between the Borrower
and such Issuing Bank, and such other commissions, issuance fees, transfer fees and other
fees and charges in connection with the issuance or administration of each Letter of
Credit as the Borrower and such Issuing B shall agree promptly following receipt of
an invoice therefor.

(c) Agent's Fees. The Borrower shall pay to the Agent for its own account such fees
as are agreed between the Borrower and the Agent pursuant to the Fee Letter between the
Borrower and the Agent.

Section 2.05 Optional Termination or Reduction of the Commitments.

(a) The Borrower shall have the right, upon at least three Business Days' notice to the
Agent, to terminate in whole or permanently reduce ratably in part the Unused Commitments or
the Unissued Letter of Credit Commitments, provided that each partial reduction shall be in the
aggregate amount of $10,000,000 or an integral multiple of $1,000,000 in excess thereof.

(b) So long as no Default or Event of Default shall be continuing, the Borrower shall
have the right, atanta time, upon at least ten Business Days' notice to an Affected Lender (with a
copy to the Agent), to terminate in whole such Lender's Revolving Credit Commitment and, if
applicable, its Letter of Credit Commitment, without affecting the Commitments of any other
Lender. Such termination shall be effective, (x) with respect to such Lender's Unused
Commitment, on the date set forth in such notice, provided, however, that such date shall be no
earlier than ten Business Days after receipt of such notice and (y) with respect to each Advance
outstanding to such Lender, in the case of Base Rate Advances, on the date set forth in such
notice and, in the case of Eurodollar Rate Advances, on the last day of the then current Interest
Period relating to such Advance. Upon termination of a Lender's Commitments under this
Section 2.05(b), the Borrower will pay or cause to be paid all principal of, and interest accrued to
the date of such payment on, Advances owing to such Lender and, subject to Section 2.19, pay
any accrued commitment fees or Letter of Credit fees payable to such Lender pursuant to the
provisions of Section 2.04, arid all other amounts payable to such Lender hereunder (including,
but not limited to, any increased costs or other amounts owing under Section 2.11 and any
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indemnification for Taxes under Section 2.14), and, if such Lender is an Issuing Bank, shall pay
to such Issuing Bank for deposit in an escrow account an amount equal to the Available Amount
of all Letters of Credit issued by such Issuing Bank, whereupon all Letters of Credit issued by
such Issuing Bank shall be deemed to have been issued outside of this Agreement on a bilateral
basis and"shall'cease"for"a1Tpu@sesm coIistitute a Letter oflireditrissued"mrderMisAgreemeut,

and upon such payments, except as otherwise provided below, the obligations of such Lender
hereunder shall, by the provisions hereof, be released and discharged, provided, however, that (i)
such Lender's rights under Sections 2.11, 2.14 and 8.04, and, in the case of an Issuing Bank,
Section 8.04(c), and its obligations under Section 8.04 and 8.08, in each case in accordance with
the terms thereof, shall survive such release and discharge as to matters occurring prior to such
date and (ii) such escrow agreement shall be in a form reasonably agreed to by the Borrower and
such Issuing Bank, but in no event shall either the Borrower or such Issuing Bank require any
waivers, covenants, events of default or other prov isions Mat are more restrictive than or
inconsistent with the provisions of this Agreement. Subject to Section 2.18, the aggregate
amount of the Commitments of the Lenders once reduced pursuant to this Section 2.05(b) may
not be reinstated. The termination of the Commitments of an Affected Lender pursuant to this
Section 2.05(b) will not be deemed to be a waiver of any right that the Borrower, the Agent, any
Issuing Bank or any other Lender may have against the Affected Lender that arose prior to the
date of such termination. Upon any such termination, the Ratable Share of each remaining
Lender will be revised.

Section 2.06 Repayment of Advances. The Borrower shall repay to the Agent for the
ratable account of the Lenders on the Termination Date the aggregate principal amount of the
Advances made by such Lender and then outstanding.

Section 2.07 Interest on Advances.

(a) Scheduled interest. The Borrower shall pay interest on the unpaid principal
amount of each Advance owing to each Lender from the date of such Advance until such
principal amount shall be paid in full, at the following rates per annum:

( i ) Base Rate Advances. During such periods as such Advance is a Base Rate
Advance, a rate per annum equal at all times to the sum of (x) the Base Rate in effect
from time to time I (y) the Applicable Rate for Base Rate Advances in effect from
time to time, payable in arrears quarterly on the last day of each March, June, September
and December during such periods and on the date such Base Rate Advance shall be
Converted or paid in full.

( i i ) Eurodollar Rate Advances. During such periods as such Advance is a
Eurodollar Rate Advance, a rate per annum equal at all times during each Interest Period
for such Advance to the sum of (x) the Eurodollar Rate for such Interest Period for such
Advance pig (y) the Applicable Rate for Eurodollar Rate Advances in effect from time
to time, payable in arrears on the last day of such Interest Period and, if such Interest
Period has a duration of more than three months, on each day that occurs during such
Interest Period every three months from the first day of such Interest Period and on the
date such Eurodollar Rate Advance shall be Converted or paid in full.
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(b) Default Interest. Upon the occurrence and during the continuance of an Event of
Default under Section 6.01(a), the Agent may, and upon the request of the Required Lenders
shall, require the Borrower to pay interest ("Default Interest") on (i) the unpaid principal amount
of each Advance owing to each Lender, payable in arrears on the dates referred to in clause (a)(i)
o1-(aifii1aIbovejatarateperalmnum qual at all times to 2%peratnrlumabovetherate-perannum
required to be paid on such Advance pursuant to clause (a)(i) or (a)(ii) above and (ii) to the
fullest extent permitted by Law, the amount of  any interest, fee or other amount payable
hereunder that is not paid when due, from the date such amount shall be due until such amount
shall be paid in full, payable in arrears on the date such amount shall be paid in full and on
demand, at a rate per annum equal at all times to 2% per annum above the rate per annum
required to be paid on Base Rate Advances pursuant to clause (a)(i) above, provided, however,
that following acceleration of the Advances pursuant to Section 6.01, Default Interest shall
accrue and be payable hereunder whether or not previously required by the Agent.

(c) Interest Rate Limitation. Nothing contained in this Agreement or in any other
Loan Document shall be deemed to establish or require the payment of interest to any Lender at
a rate in excess of the maximum rate permitted by applicable Law. If the amount of interest
payable for the account of any Lender on any interest payment date would exceed the maximum
amount permitted by applicable Law to be charged by such Lender, the amount of interest
payable for its account on such interest payment date shall be automatically reduced to such
maximum permissible amount. In the event of any such reduction affecting any Lender, if from
time to time thereafter the amount of interest payable for the account of such Lender on any
interest payment date would be less than the maximum amount permitted by applicable Law to
be charged by such Lender, then the amount of  interest payable for i ts account on such
subsequent interest payment date shall be automatically increased to such maximum permissible
amount, provided that at no time shall the aggregate amount by which interest paid for Me
account of any Lender has been increased pursuant to this sentence exceed the aggregate amount
by which interest paid for its account has theretofore been reduced pursuant to the previous
sentence.

Section 2.08 Interest Rate Determination.

(a) The Agent shall  give prompt notice to the Borrower and the Lenders of  the
applicable interest rate determined by the Agent for purposes of Section 2.07(a).

(b) If the Required Lenders determine that for any reason in connection with any
request for a Eurodollar Rate Advance or a Conversion to or continuation thereof that (a) Dollar
deposits be not being offered to banks in the London interbarNc eurodollars market for the
applicable amount and Interest Period of such Eurodollar Rate Advance, (b) adequate and
reasonable means do not exist for determining the Eurodollar Rate for any requested Interest
Period with respect to a proposed Eurodollar Rate Advance, or (c) the Eurodollar Rate for any
requested Interest Period with respect to a proposed Eurodollar Rate Advance does not
adequately and fairly reflect the cost to such Lenders of funding such Advance, the Agent will
promptly so notify the Borrower and each Lender, whereupon each Eurodollar Rate Advance
will automatically on the last day of the then existing Interest Period therefor Convert into a Base
Rate Advance. Thereafter, the obligation of the Lenders to make or maintain Eurodollar Rate
Advances shall be suspended until the Agent (upon the instruction of the Required Lenders)
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revokes such notice. Upon receipt of such notice, the Borrower may revoke any pending request
for a Borrowing of, Conversion to or continuation of Eurodollar Rate Advances or, failing that,
will be deemed to have Converted such request into a request for a Base Rate Advance in the
amount specified therein.

(c) If the Borrower shall fail to select the duration of any Interest PeriOd fOr aNy
Eurodollar Rate Advances in accordance with the prov isions contained in the def inition of
"Interest Period" in Section 1.01, the Agent wil l  forthwith so noti fy the Borrower and the
Lenders and such Advances will automatically, on the last day of the then existing Interest
Period therefor, Convert into Base Rate Advances.

(d) On the date on which the aggregate unpaid principal amount of Eurodollar Rate
Advances comprising any Borrowing shall be reduced, by payment or prepayment or otherwise,
to less than $10,000,000, such Advances shall automatically Convert into Base Rate Advances.

(6) Upon the occurrence and during the continuance of any Event of Default,

(i) with respect to Eurodollar Rate Advances, each such Advance will
automatically, on the last day of the then existing Interest Period therefor, Convert into a
Base Rate Advance (or if such Advance is then a Base Rate Advance, will continue as a
Base Rate Advance); and

( i i ) the obligation of the Lenders to Indie Eurodollar Rate Advances or to
Convert Advances into Eurodollar Rate Advances shall be suspended until the Agent
shall notify the Borrower and the Lenders that the circumstances causing such suspension
no longer exist.

Section 2.09 Optional Conversion of Advances. The Borrower may on any Business
Day, upon notice given to the Agent not later than 12:00 noon on the third Business Day prior to
the date of the proposed Conversion and subject to the provisions of Sections 2.08 and 2.12,
Convert all Advances of one Type comprising the same Borrowing into Advances of the other
Type, provided, however, that (a) any Conversion of Eurodollar Rate Advances into Base Rate
Advances shall be made only on the last day of an Interest Period for such Eurodollar Rate
Advances, (b) any Conversion of Base Rate Advances into Eurodollar Rate Advances shall be in
an amount not less than the minimum amount specified in Section 2.02(b) and (c) no Conversion
of any Advances shall result in more separate Borrowings than permitted under Section 2.02(b).
Each such notice of a Conversion shall, within the restrictions specified above, specify (i) die
date of such Conversion, (ii) the Advances to be Converted, and (iii) if such Conversion is into
Eurodollar Rate Advances, the duration of the initial Interest Period for each such Advance.
Each notice of Conversion shall be irrevocable and binding on the Borrower.

Section 2. 10 Prepavments of Advances.

(a) Optional. At any time and from time to time, the Borrower shall have the right to
prepay the Advances, in whole or in part, without premium or penalty (except as provided in
clause (y) below), upon notice at least two Business Days' prior to the date of such prepayment,
in the case of Eurodollar Rate Advances, and not later than 11:00 a.m. on the date of such
prepayment, in the case of Base Rate Advances, to the Agent specifying the proposed date of
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such prepayment and the aggregate principal amount and Type of the Advances to be prepaid
(and, in the case of Eurodollar Rate Advances, the Interest Period of the Borrowing pursuant to
which made), provided, however, that (x) each partial prepayment shall be in an aggregate
principal amount of $10,000,000 or an integral multiple of $1,000,000 in excess thereof and (y)

n r r t h e e v e n t p f a n y p r e wy m 6 . I i oilarkrateaAtdvahee;1;1r1e~i3orrovve~Lhal be
obligated to reimburse the Lenders in respect thereof pursuant to Section 8.04(e).

(b) Mandatory.

(i) The Borrower shall prepay the aggregate principal amount of the
Advances, together with accrued interest to the date of prepayment on the principal
amount prepaid, without requirement of demand therefor, or shall pay or prepay any
other Indebtedness then outstanding at any time, when and to the extent required to
comply with applicable Laws of any Governmental Authority, including the 2007 Order,
or applicable resolutions of the Board of Directors of the Borrower.

( i i ) If for any reason the Total Outstandings at any time exceed the aggregate
Commitments then in effect, the Borrower shall, within one Business Day after notice
thereof, prepay Advances and/or Cash Collateralize the L/C Obligations in an aggregate
amount equal to such excess, provided, however, that the Borrower shall not be required
to Cash Collateralize the L/C Obligations pursuant to this Section 2. l0(b) unless, after the
prepayment in ful l  of  the Advances, the Total Outstandings exceed the aggregate
Commitments then in effect.

Section 2.11 Increased Costs.

(a) Increased Costs Generally. If any Change in Law shall:

( i ) impose,  modi f y or deem appl icable any reserv e,  special  deposi t ,
compulsory loan, insurance charge or similar requirement against assets of, deposits with
or for the account of, or credit extended or participated in by, any Lender (except any
reserve requirement contemplated by Section 2.1 l(e)) or any Issuing Bank, or

(ii) impose on any Lender or any Issuing Bank or the London interbank
market any other condition, cost or expense affecting this Agreement or Eurodollar Rate
Loans made by such Lender or any Letter of Credit or participation therein,

and the result of any of the foregoing shall be to increase the cost to such Lender of marking or
maintaining any Eurodollar Rate Advance (or of maintaining its obligation to make any such
Advance), or to increase the cost to such Lender or such Issuing Bank of participating in, issuing
or maintaining any Letter of Credit (or of maintaining its obligation to participate in or to issue
any Letter of Credit), or to reduce the amount of any sum received or receivable by such Lender
or such Issuing Bank hereunder (whether of principal, interest or any other amount) then, upon
request of such Lender or such Issuing Bank, the Borrower will pay to such Lender or such
Issuing Bank, as the case may be, such additional amount or amounts as will compensate such
Lender or such Issuing Bank, as the case may be, for such additional costs incurred or reduction
suffered.
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(b) Capital Requirements. If any Lender or any Issuing Bank determines that any
Change in Law affecting such Lender or such Issuing Bank or any Applicable Lending Office of
such Lender or such Lender's or such Issuing Bank's holding company, if any, regarding capital
requirements has or would have the effect of reducing the rate of return on such Lender's or such
IssuirrgBa Tapitai or orirthecapital pfsuch Lender°s or such"Is'suin}'{Baurk*s"-holding
company, if any, as a consequence of this Agreement, the Commitments of such Lender or the
Advances made by, or participations in Letters of Credit held by, such Lender, or the Letters of
Credit issued by such Issuing Bank, to a level below that which such Lender or such Issuing
Bank or such Lender's or such Issuing Bank's holding company could have achieved but for
such Change in Law (taking into consideration such Lender's or such Issuing Bank's policies
and the policies of such Lender's or such Issuing Bank's holding company with respect to capital
adequacy), then from time to time the Borrower will pay to such Lender or such Issuing Bank, as
the case may be, such additional amount or amounts as will compensate such Lender or such
Issuing Bank or such Lender's or such Issuing Bank's holding company for any such reduction
suffered.

(c) Certificates for Reimbursement. A certificate of a Lender or an Issuing Bank
setting forth the amount or amounts necessary to compensate such Lender or such Issuing Bank
or its holding company, as the case may be, as specified in subsection (a) or (b) of this Section
and delivered to the Borrower shall be conclusive absent manifest error. The Borrower shall pay
such Lender or such Issuing Bank, as the case may be, the amount shown as due on any such
certificate within 30 days after receipt thereof.

(d) Delay in Requests. Failure or delay on the part of any Lender or any Issuing
Bank to demand compensation pursuant to the foregoing provisions of this Section shall not
constitute a waiver of such Lender's or such Issuing Bank's right to demand such compensation,
provided that the Borrower shall not be required to compensate a Lender or an Issuing Bank
pursuant to the foregoing provisions of this Section for any increased costs incurred or reductions
suffered more than three months prior to the date that such Lender or such Issuing Bank, as the
case may be, notifies the Borrower of the Change in Law giving rise to such increased costs or
reductions and of such Lender's or such Issuing Bank's intention to claim compensation therefor
(except that, if the Change in Law giving rise to such increased costs or reductions is retroactive,
then the three-month period referred to above shall be extended to include the period of
retroactive effect thereof) .

(e) Reserves on Eurodollar Rate Loans. The Borrower shall pay to each Lender, as
long as such Lender shall be required to maintain reserves with respect to liabilities or assets
consisting of or including Eurocurrency funds or deposits (currently known as "Eurocurrency
liabilities"), additional interest on the unpaid principal amount of each Eurodollar Rate Advance
equal to the actual costs of such reserves allocated to such Advance by such Lender (as
determined by such Lender in good faith, which determination shall be conclusive absent
manifest error), which shall be due and payable on each date on which interest is payable on such
Loan, providedthe Borrower shall have received at least 30 days' prior notice (with a copy to the
Agent) of such additional interest from such Lender. If a Lender fails to give notice 30 days
prior to the relevant interest payment date, such additional interest shall be due and payable 30
days from receipt of such notice.
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Section 2.12 Illegality. If any Lender shall have determined in good faith that the
introduction of or any change in any applicable Law or in the interpretation or administration
thereof by any Governmental Authority charged with the interpretation or administration thereof,
or compliance with any guideline or request from any such Governmental Authority (whether or

~~mothaving eforeeoflaw);forarrylzenderoritsuazppliealblelsending8ffiee~tonnalre;mainta
or fund EUrodOllar Rate Advances, or to determine or charge interest rates based upon the
Eurodollar Rate, or any Governmental Authority has imposed material restrictions on the
authority of such Lender to purchase or sell, or to take deposits of, Dollars in the London
interbank market, then, on notice thereof by such Lender to the Borrower through the Agent, any
obligation of such Lender to make or continue Eurodollar Rate Advances or to convert Base Rate
Advances to Eurodollar Rate Advances shall be suspended until such Lender notifies the Agent
and the Borrower that the circumstances giving rise to such determination no longer exist. Upon
receipt of such notice, the Borrower shall, upon demand from such Lender (with a copy to the
Agent), prepay or, if applicable, convert all Eurodollar Rate Advances of such Lender to Base
Rate Advances, either on the last day of the Interest Period therefor, if such Lender may lawfully
continue to maintain such Eurodollar Rate Advances to such day, or immediately, if such Lender

.may not lawfully continue to maintain such Eurodollar Rate Advances. Upon any such
prepayment or conversion, the Borrower shall also pay accrued interest on the amount so prepaid
or converted.

Section 2. 13 Payments and Computations.

(a) All payments to be made by the Borrower shall be made without condition or
deduction for any counterclaim, defense, recoupment or setoff. The Borrower shall make each
payment hereunder not later than 1:00 p.m. on the day when due in U.S. dollars to the Agent at
the Agent's Account in same day funds. The Agent wil l  promptly thereaf ter cause to be
distributed like funds relating to the payment of principal, interest, fees or commissions ratably
(other diam amounts payable pursuant to Section 2.05(b), 2.11, 2.12, 2.14, 2.20 or 8.04(e)) to the
Lenders for the account of their respective Applicable Lending Offices, and like funds relating to
the payment of any other amount payable to any Lender to such Lender for the account of its
Applicable Lending Off ice, in each case to be applied in accordance with the terms of this
Agreement. Upon any Assuming Lender becoming a Lender hereunder as a resul t of  a
Commitment Increase pursuant to Section 2.18, and upon the Agent's receipt of such Lender's
Assumption Agreement and recording of the information contained therein in the Register, from
and after the applicable Increase Date, the Agent shall make all payments hereunder and under
any Notes issued in connection therewith in respect of the interest assumed thereby to the
Assuming Lender. Upon its acceptance of an Assignment and Assumption arid recording of the
information contained therein M the Register pursuant to Section 8.07(c), from and after the
effective date specified in such Assignment and Assumption, the Agent shall make all payments
hereunder and under the Notes in respect of the interest assigned thereby to the Lender assignee
thereunder, and the parties to such Assignment and Assumption shall make all appropriate
adjustments in such payments for periods prior to such ef fective date directly between
themselves.

(b) All computations of interest based on the Base Rate or the Federal Funds Rate
shall be made by the Agent on the basis of a year of 365 or 366 days, as the case may be, and all
computations of  interest based on the Eurodol lar Rate and of  fees and Letter of  Credit
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commissions shall be made by the Agent on the basis of a year of 360 days, in each case for the
actual number of days (including the first day but excluding the last day) occurring in the period
for which such interest, fees or commissions are payable. Each determination by the Agent of an
interest rate hereunder shall be conclusive and binding for all purposes, absent manifest error.

(c) WheneVer any payment hereunder~or~under the Notes shall be stated to be due or
a day other than a Business Day, such payment shall be made on the next succeeding Business
Day, and such extension of time shall in such case be included in the computation of payment of
interest, fees or commissions, as the case may be, provided, however, that, if  such extension
would cause payment of interest on or principal of Eurodollar Rate Advances to be made in the
next following calendar month, such payment shall be made on the next preceding Business Day.

(d) Unless the Agent shall have received notice from the Borrower prior to the date
on which any payment is due to the Lenders hereunder that the Borrower will not make such
payment in full, the Agent may assume that die Borrower has made such payment in full to the
Agent on such date and the Agent may, in reliance upon such assumption, cause to be distributed
to each Lender on such due date an amount equal to the amount then due such Lender. If and to
the extent the Borrower shall not have so made such payment in full to the Agent, each Lender
shall repay to the Agent forthwith on demand such amount distributed to such Lender together
with interest thereon, for each day from the date such amount is distributed to such Lender until
the date such Lender repays such amount to the Agent, at the Federal Funds Rate.

Section 2.14 Taxes.

(a) Pavements Free of Taxes, Obligation to Withhold, Payments on Account of Taxes.

(i) Any and all payments by or on account of any obligation of the Borrower
hereunder or under any other Loan Document shall to the extent permitted by applicable
Laws be made free and clear of and widiout reduction or withholding for any Taxes. If,
however, applicable Laws require the Borrower or the Agent to withhold or deduct any
Tax, such Tax shall be withheld or deducted in accordance with such Laws as determined
by the Borrower or the Agent, as the case may be, upon the basis of the information and
documentation to be delivered pursuant to subsection (e) below.

( i i ) If  the Borrower or the Agent shall be required by the Internal Revenue
Code to withhold or deduct any Taxes, including both United States Federal backup
withholding and withholding taxes, from any payment, then (A) the Agent shall withhold
or make such deductions as are determined by the Agent to be required based upon the
information and documentation it has received pursuant to subsection (e) below, (B) the
Agent  shal l  t imely  pay the f u l l  amount  wi thheld or  deducted to the re lev ant
Governmental Authority in accordance with the Internal Revenue Code, and (C) to the
extent that the withholding or deduction is made on account of Indemnified Taxes or
Other Taxes, the sum payable by the Borrower shall be increased as necessary so that
af ter any required withholding or the making of  al l  required deductions (including
deductions applicable to additional sums payable under this Section) the Agent, Lender
or Issuing Bank, as the case may be, receives an amount equal to the sum it would have
received had no such withholding or deduction been made.
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(b) Pavrnent of Other Taxes by the Borrower. Without limiting the provisions of
subsection (a) above, the Borrower shall timely pay any Other Taxes to the relevant
Governmental Authority in accordance with applicable Laws.

(c) Tax I11demn1£1cat4ons

(i) Without limiting the provisions of subsection (a) or (b) above, the
Borrower shall, and does hereby, indemnify the Agent, each Lender and each Issuing
Bank, and shall make payment in respect thereof within 30 days after written demand
therefor, for the full amount of any Indemnified Taxes or Other Taxes (including
Indemnified Taxes or Other Taxes imposed or asserted on or attributable to amounts
payable Linder this Section) withheld or deducted by the Borrower or the Agent or paid by
the Agent, such Lender or such Issuing Bank, as the case may be, and any penalties,
interest and reasonable expenses arising therefrom or with respect thereto, whether or not
such Indemnified Taxes or Other Taxes were correctly or legally imposed or asserted by
the relevant Governmental Authority. The Borrower shall also, and does hereby,
indemnify the Agent, and shall make payment in respect thereof within 10 days after
demand therefor, for any amount which a Lender or an Issuing Bank for any reason fails
to pay indefeasibly to the Agent as required by clause (ii) of this subsection. A certificate
as to the amount of any such payment or liability delivered to the Borrower by a Lender
or an Issuing Bank (with a copy to die Agent), or by the Agent on its own behalf or on
behalf of a Lender or an Issuing Bank, shall be conclusive absent manifest error.

(ii) Without limiting the provisions of subsection (a) or (b) above, each
Lender and each Issuing Bank shall, and does hereby, indemnify the Borrower and the
Agent, and shall make payment in respect thereof within 30 days after demand therefor,
against any and all Taxes and any and all related losses, claims, liabilities, penalties,
interest and expenses (including the fees, charges and disbursements of any counsel for
the Borrower or the Agent) incurred by or asserted against the Borrower or the Agent by
any Governmental Authority as a result of the failure by such Lender or such Issuing
Bank, as the case may be, to deliver, or as a result of the inaccuracy, inadequacy or
deficiency of, any documentation required to be delivered by such Lender or such Issuing
Bank, as the case may be, to the Borrower or the Agent pursuant to subsection (e). Each
Lender and each Issuing Bank hereby authorizes the Agent to set off and apply any and
all amounts at any time owing to such Lender or such Issuing Bank, as the case may be,
under this Agreement or any other Loan Document against any amount due to the Agent
under this clause (ii). The agreements in this clause (ii) shall survive the resignation
and/or replacement of the Agent, any assignment of rights by, or the replacement of, a
Lender or an Issuing Bank, the termination of the Commitments and the repayment,
satisfaction or discharge of all other Cbligations.

(d) Evidence of Pavements. Upon request by the Borrower or the Agent, as the case
may be, after any payment of Taxes by the Borrower or by the Agent to a Governmental
Authority as provided in this 2.14, the Borrower shall deliver to the Agent or the Agent shall
deliver to the Borrower, as the case may be, the original or a certified copy of a receipt issued by
such Governmental Authority evidencing such payment, a copy of any return required by Laws
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to report such payment or other evidence of such payment reasonably satisfactory to the
Borrower or the Agent, as the case may be.

I

(e) Status of Lenders, Tax Documentation.

(i) Each Lender shall deliver to the Borrower and to the Agent, at the time or
times prescribed by applicable Laws or when reasonably requested by the Borrower or
the Agent, such properly completed and executed documentation prescribed by
applicable Laws or by the taxing authorities of any jurisdiction and such other reasonably
requested information as will permit the Borrower or the Agent, as the case may be, to
determine (A) whether or not payments made hereunder or under any other Loan
Document are subject to Taxes, (B) if applicable, the required rate of withholding or
deduction, and (C) such Lender's entitlement to any available exemption from, or
reduction of, applicable Taxes in respect of all payments to be made to such Lender by
the Borrower pursuant to this Agreement or otherwise to establish such Lender's status
for withholding tax purposes in the applicable jurisdiction.

(ii) Without limiting the generality of the foregoing, if the Borrower is
resident for tax ptuposes in the United States,

(A) any Lender that is a "United States person" within the meaning of
Section770l(a)(30) of the Internal Revenue Code shall deliver to the Borrower
and the Agent executed originals of Internal Revenue Service Form W-9 or such
other documentation or information prescribed by applicable Laws or reasonably
requested by the Borrower or the Agent as will enable the Borrower or the Agent,
as the case may be, to determine whether or not such Lender is subject to backup
withholding or information reporting requirements, and

(B) each Foreign Lender that is entitled under the Internal Revenue
Code or any applicable treaty to an exemption from or reduction of withholding
tax with respect to payments hereunder or Linder any other Loan Document shall
deliver to the Borrower and the Agent (in such number of copies as shall be
requested by the recipient) on or prior to the date on which such Foreign Lender
becomes a Lender under this Agreement (and from time to time thereafter upon
the request of the Borrower or the Agent, but only if such Foreign Lender is
legally entitled to do so), whichever of the following is applicable:

(1) executed originals of Internal Revenue Service Form
W-8BEN claiming eligibility for benefits of an income tax treaty to which
the United States is a party,

(2)
W-8ECI,

executed originals of Internal Revenue Service Form

Service Form(3) executed originals of Internal Revenue
W-SIMY and all required supporting documentation,
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(4) in the case of a Foreign Lender claiming the benefits of the
exemption for portfolio interest under section 881(c) of the Internal
Revenue Code, (x) a certificate to the effect that such Foreign Lender is
not (A) a "bank" within the meaning of section 88l(c)(3)(A) of the

"TriternalRevenue€ode;'(B)'a"'*I0"percent-slrareirodder*L1Jftl1e-Borrower
within the meaning of section 881(c)(3)(B) of the Internal Revenue Code,
or (C) a "controlled foreign corporation" described in section 881(c)(3)(C)
of the Internal Revenue Code and (y) executed originals of Internal
Revenue Service Font W-8BEN, or

4

(5) executed originals of any other form prescribed by
applicable Laws as a basis for claiming exemption from or a reduction in
United States Federal withholding tax together with such supplementary
documentation as may be prescribed by applicable Laws to permit the
Borrower or the Agent to determine the withholding or deduction required
to be made.

(ii i) Each Lender shall promptly (A) notify the Borrower and the Agent of any
change in circumstances which would modify or render invalid any claimed exemption or
reduction, and (B) take such steps as shall not be materially disadvantageous to it, in the
reasonable judgment of such Lender, and as may be reasonably necessary (including the
re-designation of its Applicable Lending Office) to avoid any requirement of applicable
Laws of any jurisdiction that the Borrower or the Agent make any withholding or
deduction for taxes from amounts payable to such Lender.

(f) Treatment of Certain Refunds. Unless required by applicable Laws, at no time
shall the Agent have any obligation to file for or otherwise pursue on behalf of a Lender or an
Issuing Bank, or have any obligation to pay to any Lender or any Issuing Bank, any refund of
Taxes withheld or deducted from funds paid for the account of such Lender or such Issuing
Bank, as the case may be. If the Agent, any Lender or any Issuing Bank determines, in its sole
discretion, that it has received a refund of any Taxes or Other Taxes as to which it has been
indemnified by the Borrower or with respect to which the Borrower has paid additional amounts
pursuant to this Section, it shall pay to the Borrower an amount equal to such refund (but only to
the extent of indemnity payments made, or additional amounts paid, by the Borrower under this
Section with respect to the Taxes or Other Taxes giving rise to such refund), net of all reasonable
out-of-pocket expenses incurred by the Agent, Such Lender or such Issuing Bank, as the case
may be, and without interest (other than any interest paid by the relevant Governmental
Authority with respect to such refund), provided that the Borrower, upon the request of the
Agent, such Lender or such Issuing Bank, agrees to repay the amount paid over to the Borrower
(plus any penalties, interest or other charges imposed by the relevant Governmental Authority) to
the Agent, such Lender or such Issuing Bank in the event the Agent, such Lender or such Issuing
Bank is required to repay such refund to such Governmental Authority. This subsection shall not
be construed to require the Agent, any Lender or any Issuing Bank to make available its tax
returns (or any other information relating to its taxes that it deems confidential) to die Borrower
or any other Person.
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(g) Payments. Failure or delay on the part of the Agent, any Lender or any Issuing
Bank to demand compensation pursuant to the foregoing provisions of this Section 2.14 shall not
constitute a waiver of the Agent's, such Lender's or such Issuing Bank's right to demand such
compensation, provided that the Borrower shall not be required to compensate the Agent, a
Lender or an Issuing Bmr]{puI'sua1rt"toTlie1ioregoing provisions of this Section 2.1<4ffiorany
Indemnified Taxes or Odder Taxes imposed or asserted by the relevant Governmental Authority
more than three months prior to the date that the Agent, such Lender or such Issuing Bank, as the
case may be, claims compensation with respect thereto (except that, if a Change in Law giving
rise to such Indenmif ied Taxes or Other Taxes is retroactive, then the three-month period
referred to above shall be extended to include the period of retroactive effect thereof) .

(h) Each of the Agent, any Issuing Bank or any Lender agrees to cooperate with any
reasonable request made by the Borrower in respect of a claim of a refund in respect of
Indemnified Taxes as to which it has been indemnified by the Borrower or wide respect to which
the Borrower has paid additional amounts pursuant to this Section 2.14 if (i) the Borrower has
agreed in writing to pay all of the Agent's or such Issuing Bank's or such Lender's reasonable
out-of-pocket costs and expenses relating to such claim, (ii) the Agent or such Issuing Bank or
such Lender determines, in its good faith judgment, that it would not be disadvantaged, unduly
burdened or prejudiced as a result of such claim and (iii) the Borrower furnishes, upon request of
the Agent, or such Issuing Bank or such Lender, an opinion of tax counsel (such opinion, which
can be reasoned, and such counsel to be reasonably acceptable to such Lender, or such Issuing
Bank or the Agent) that the Borrower is likely to receive a refund or credit.

Section 2.15 Sharing of Payments, Etc. I f  any Lender shal l  obtain any payment
(whether voluntary, involuntary, through the exercise of any right of set-off, or otherwise) on
account of the Advances or L/C Advances owing to it (other diam pursuant to Section 2.05(b),
2.11, 2.12, 2.14, 2.20 or 8.04(e) or any payment obtained by a Lender as consideration for the
assignment of or sale of a participation in any of its Advances or participations in Letters of
Credit to any assignee or participant, other than to the Borrower or any Subsidiary thereof if
permitted hereby (as to which the provisions of this Section 2.15 shall apply) in excess of its
Ratable Share of payments on account of the Advances obtained by all the Lenders, such Lender
shall forthwith purchase from the other Lenders (for cash at face value) such participations in the
Advances owing to them as shall be necessary to cause such purchasing Lender to share the
excess payment ratably with each of them, provided, however, that if all or any portion of such
excess payment is thereafter recovered from such purchasing Lender, such purchase from each
Lender shall be rescinded and such Lender shall repay to the purchasing Lender the purchase
price to the extent of such recovery together with an amount equal to such Lender's Ratable
Share (according to the proportion of (i) the amount of such Lender's required repayment to (ii)
the total amount so recovered from the purchasing Lender) of any interest or other amount paid
or payable by the purchasing Lender in respect of the total amount so recovered. The Borrower
agrees that any Lender so purchasing a participation from another Lender pursuant to this
Section 2.15 may, to the fullest extent permitted by Law, exercise all its rights of payment
(including the right of set-off) with respect to such participation as fully as if such Lender were
the direct creditor of the Borrower in the amount of such participation.
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Section 2. 16 Evidence of Debt.

(a) Each Lender shal l  maintain in accordance wi th i ts usual  pract ice an account or
accounts evidencing the indebtedness of  the Borrower  to such Lender  resul t ing f rom each
Advanceovvingtosuelr1;einderfrom-ti-rnetotimerineluding-theameun&s i>f4ari laeipa¥andinterest
payable and paid to such Lender f rom t ime tO t ime hereunder in respect  of  Advances. The
Borrower agrees that upon notice by any Lender to the Borrower (with a copy of such notice to
the Agent )  to the ef fect  that  a Note i s  requi red or  appropr iate in order  for  such Lender  to
evidence (whether for purposes of pledge, enforcement or otherwise) the Advances owing to, or
to be made by, such Lender, the Borrower shal l  promptly execute and del iver to such Lender a
Note payable to the order  of  such Lender  in a pr incipal  amount  up to the Revolv ing Credi t
Commitment of such Lender.

(b) The Register maintained by the Agent pursuant to Section 8.07(c) shall include a
control account, and a subsidiary account for each Lender, in which accounts (taken together)
shall be recorded (i) the date and amount of each Borrowing made hereunder, the Type of
Advances comprising such Borrowing and, if appropriate, the Interest Period applicable thereto,
(ii) the terms of each Assumption Agreement and each Assignment and Assumption delivered to
and accepted by it, (iii) the amount of any principal or interest due and payable or to become due
and payable from the Borrower to each Lender hereunder and (iv ) the amount of  any sum
received by the Agent from the Borrower hereunder and each Lender's share thereof.

(c) Entries made in good faith by the Agent in the Register pursuant to subsection (b)
above, and by each Lender in its account or accounts pursuant to subsection (a) above, shall be
prima facie evidence of the amount of principal and interest due and payable or to become due
and payable from the Borrower to, in the case of the Register, each Lender and, in the case of
such account or accounts, such Lender, under this Agreement, absent manifest error, provided,
however, that the failure of the Agent or such Lender to make an entry, or any finding that an
entry is incorrect, in the Register or such account or accounts shall not limit or otherwise affect
the obligations of the Borrower under this Agreement.

Section 2.17 Use of Proceeds. The proceeds of the Advances shall be available (and
the Borrower agrees that it shall use such proceeds) solely to refinance Indebtedness of the
Borrower from time to time and for other general corporate purposes of the Borrower, subject to
such restrictions that are imposed in the 2007 Order.

Section 2.18 Increase in the Aggregate Revolving Credit Commitments.

(a) The Borrower may, at any time prior to the Termination Date, by notice to the
Agent, request that the aggregate amount of the Revolving Credit Commitments be increased by
an amount of $10,000,000 or an integral multiple thereof (each a "Commitment Increase") to be
effective as of a date that is at least 90 days prior to the Termination Date (the "Increase Date")
as specified in the related notice to the Agent, provided, however that (i) in no event shall the
aggregate amount of the Revolving Credit Commitments at any time exceed $700,000,000 or the
aggregate amount of Commitment Increases exceed $200,000,000 and (ii) on the date of any
request by the Borrower for a Commitment Increase and on the related Increase Date, the
applicable conditions set forth in this Section 2.18 shall be satisfied.

C-l 162978v8 21312.00011 42

Page 255 of 509



(b) The Agent shall promptly notify the Lenders of a request by the Borrower for a
Commitment Increase, which notice shall include (i) the proposed amount of such requested
Commitment Increase, (ii) the proposed Increase Date and (iii) the date by which Lenders
wishing to participate in the Commitment Increase must commit to an increase in the amount of
their respective RevoivingCredit"CorrIInitrr1ents*(th€"Comnmitmem§ate)i-Ew eu1derr s
willing to participate in such requested Commitment Increase (each an "Increasing Lender")
shall, in its sole discretion, give written notice to the Agent on or prior to the Commitment Date
of the amount by which it is willing to increase its Revolving Credit Commitment. If  the
Lenders notify the Agent that they are willing to increase the amount of their respective
Revolving Credit Commitments by an aggregate amount that exceeds the amount of the
requested Commitment Increase, the requested Commitment Increase shall be allocated among
the Lenders willing to participate therein in such amounts as are agreed between the Borrower
and the Agent.

(c) Promptly following each Commitment Date, the Agent shall notify the Borrower
as to the amount, if any, by which the Lenders are willing to participate in the requested
Commitment Increase. If the aggregate amount by which the Lenders are willing to participate
in any requested Commitment Increase on any such Commitment Date is less than the requested
Commitment Increase, then the Borrower may extend offers to one or more Eligible Assignees to
participate in any portion of the requested Commitment Increase that has not been committed to
by the Lenders as of the applicable Commitment Date, provided, however, that the Revolving
Credit Commitment of each such Eligible Assignee shall be in an amount of not less than
$10,000,000.

(d) On each Increase Date, each Eligible Assignee that accepts an offer to participate
in a requested Commitment Increase in accordance with Section 2.18(b) (each such Eligible
Assignee, an "Assuming Lender") shall become a Lender party to this Agreement as of such
Increase Date and the Revolv ing Credit Commitment of  each Increasing Lender for such
requested Commitment Increase shall be so increased by the amount by which the Increasing
Lender agreed to increase its Revolving Credit Commitment (or by the amount allocated to such
Lender pursuant to the last sentence of Section 2.18(b)) as of such Increase Date, provided,
however, that the Agent shall have received on or before such Increase Date the following, each
dated such date:

(i) (A) certified copies of resolutions of the Board of Directors of the
Borrower approving the Commitment Increase and the corresponding modifications to
this Agreement, (B) an opinion of counsel for the Borrower (which may be in-house
counsel), in form and substance reasonably acceptable to the Required Lenders and (C) a
certificate from a duly authorized officer of the Borrower, stating that the conditions set
forth in Section 3.02(a) and (b) are satisfied,

( i i ) an assumption agreement from each Assuming Lender, if any, in form and
substance sat i sf ac tory  to  t he Bor rower  and the Agent  (each an "Assumption
Agreement"), duly executed by such Assuming Lender, the Agent and the Borrower, and
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(iii) confirmation from each Increasing Lender of the increase in the amount of
its Revolving Credit Commitment in a writing satisfactory to the Borrower and the
Agent.

Qrreaehlnerease Date aponfulfillmentoftheeooditionsset-foiFthin4;heirnrnediately-preceding
sentence of this Section 2.18(d), the Agent shall notify the Lenders (including, without
limitation, each Assuming Lender) and the Borrower, on or before 1:00 p.m., by telecopier, of
the occurrenceof the Commitment Increase to be effected on such Increase Date and shall record
in the Register the relevant information with respect to each Increasing Lender and each
Assuming Lender on such date. Each Increasing Lender and each Assuming Lender shall, before
2:00 p.m. on the Increase Date, md<e available for the account of its Applicable Lending Office
to the Agent at the Agent's Account, in same day funds, in the case of such Assuming Lender, an
amount equal to such Assuming Lender's Ratable Share of the Borrowings then outstanding
(calculated based on its Revolving Credit Commitment as a percentage of the aggregate
Revolving Credit Commitments outstanding after giving effect to the relevant Commitment
Increase) and, in the case of such Increasing Lender, an amount equal to the excess of (i) such
Increasing Lender's Ratable Share of the Borrowings then outstanding (calculated based on its
Revolving Credit Commitment as a percentage of the aggregate Revolving Credit Commitments
outstanding after giving effect to the relevant Commitment Increase) over (ii) such Increasing
Lender's Ratable Share of the Borrowings then outstanding (calculated based on its Revolving
Credit Commitment (without giving effect to the relevant Commitment Increase) as a percentage
of the aggregate Revolving Credit Commitments (without giving effect to the relevant
Commitment Increase). After the Agent's receipt of such funds from each such Increasing
Lender and each such Assuming Lender, the Agent will promptly thereafter cause to be
distributed like funds to the other Lenders for the account of their respective Applicable Lending
Offices in an amount to each other Lender such that the aggregate amount of the outstanding
Advances owing to each Lender after giving effect to such distribution equals such Lender's
Ratable Share of the Borrowings then outstanding (calculated based on its Revolving Credit
Commitment as a percentage of the aggregate Revolving Credit Commitments outstanding after
giving effect to the relevant Commitment Increase).

Section 2.19 Affected Lenders. Notwithstanding any provision of this Agreement to
the contrary, if any Lender becomes an Affected Lender, then the following provisions shall
apply for so long as such Lender is an Affected Lender:

(a) fees shall cease to accrue on the Unused Commitment of such Affected Lender
pursuant to Section 2.04(a),

(b) the Revolving Credit Commitment and Advances of such Affected Lender shall
not be included in determining whether the Required Lenders have taken or may take any action
hereunder (including any consent to any amendment or waiver pursuant to Section 8.01), other
than any waiver, amendment or modification requiring the consent of all Lenders or of each
Lender affected;

(c) if there shall be any Available Amount under any outstanding Letter of Credit
during any time a Lender is an Affected Lender, then:
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(i) all or any part of the Available Amount of all such Letters of Credit shall
be reallocated among the non-Affected Lenders in accordance with their respective
Ratable Shares (disregarding any Affected Lender's Revolving Credit Commitment) but
only to the extent that with respect to each non-Affected Lender the sum of (A) the
aggregate principal'3T1Huu[rn'of"ail Advaurcesn1aideiJy such non-Affected Lender-(inits-"
capacity as a Lender) and outstanding at such time plus (B) such non-Affected Lender's
Ratable Share (after giving effect to the reallocation contemplated in this Section
2.l9(c)(i)) of the outstanding L/C Obligations, does not exceed such non-Affected
Lender's Revolving Credit Commitment,

(ii) if the Ratable Share of the Available Amount of outstanding Letters of
Credit of the non-Affected Lenders is reallocated pursuant to Section 2.19(c), then the
fees payable to the Lenders pursuant to Section 2.04(a) and Section 2.04(b) shall be
adjusted in accordance with such non-Affected Lenders' Ratable Shares, and

(iii) if the Affected Lender's Ratable Share (the "Affected Lender Share") of
the Available Amount of all outstanding Letters of Credit is not reallocated pursuant to
Section 2.19(c), then, without prejudice to any rights or remedies of any Issuing Bank or
any Lender hereunder, the fee payable under Section 2.04(b) with respect to such
Affected Lender Share shall be payable to the Issuing Bank until such Affected Lender
Share is reallocated,

(d) to the extent the Agent receives any payments or other amounts for the account of
an Affected Lender under this Agreement, such Affected Lender shall be deemed to have
requested that the Agent use such payment or other amount to fulfill such Affected Lender's
previously unsatisfied obligations to fund an Advance under Section 2.03(c) or L/C Advance or
any other unfunded payment obligation of such Affected Lender under this Agreement; and

(e) for the avoidance of doubt, the Borrower, each Issuing Bank, the Agent and each
other Lender shall retain and reserve its other rights and remedies respecting each Affected
Lender.

In the event that the Agent, the Borrower and the Issuing Banks each agrees that an
Affected Lender has adequately remedied all matters that caused such Lender to be an Affected
Lender, then the Ratable Shares of the Lenders shall be readjusted to reflect the inclusion of such
Lender's Revolving Credit Commitment and on such date such Lender shall purchase at par such
of the Advances of the other Lenders as the Agent shall determine may be necessary in order for
such Lender to hold such Advances in accordance with its Ratable Share. In addition, at such
time as the Affected Lender is replaced by another Lender pursuant to Section 2.20, the Ratable
Shares of the Lenders will be readjusted to reflect the inclusion of the replacing Lender's
Commitment in accordance with Section 2.20. In either such case, this Section 2.19 will no
longer apply.

Section 2.20 Replacement of Lenders. If any Lender requests compensation under
Section 2.11, or if the Borrower is required to pay any additional amount to any Lender or any
Governmental Authority for the account of any Lender pursuant to Section 2.14, or if any Lender
is an Affected Lender, then the Borrower may, at its sole expense and effort, upon notice to such
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Lender and the Agent, require such Lender to assign and delegate, without recourse (in
accordance with and subject to the restrictions contained in, and consents required by, Section
8.07), all of its interests, rights and obligations under this Agreement and the related Loan
Documents to one or more assignees that shall assume such obligations (which any such assignee
may be another Lender, if a Leiider"acceptssuclrassiginmentkprovidedthat:

(a)
8.07(b);

the Borrower shall have paid to the Agent the assignment fee specified in Section

(b) such Lender shall have received payment of an amount equal to the outstanding
principal of its Advances and L/C Advances, accrued interest thereon, accrued fees and all other
amounts payable to it hereunder and under the other Loan Documents (including any amounts
under Section 8.04(e)) from the assignee (to the extent of such outstanding principal and accrued
interest and fees) or the Borrower (in the case of all other amounts);

(c) in the case of any such assignment resulting from a claim for compensation under
Section 2.11 or payments required to be made pursuant to Section 2.14, such assignment will
result in a reduction in such compensation or payments thereafter, and

(d) such assignment does not conflict with applicable Laws.

A Lender shall not be required to make any such assignment or delegation if, prior
thereto, as a result of a waiver by such Lender or otherwise, the circumstances entitling the
Borrower to require such assignment and delegation cease to apply.

ARTICLE 111

CONDITIONS PRECEDENT

Section 3.01 Conditions Precedent to Effectiveness . This Agreement shall become
effective on and as of the first date (the "Effective Date") on which the following conditions
precedent have been satisfied:

(a) The Lenders shall have been given such access to the management, records, books
of account, contracts and properties of the Borrower and its Subsidiaries as they shall have
requested.

(b) The Borrower shall have paid all accrued fees and agreed expenses of the Agent,
the Arrangers and the Lenders and the reasonable accrued fees and expenses of counsel to the
Agent that have been invoiced at least one Business Day prior to the Effective Date.

(c) On the Effective Date, the following statements shall be true and the Agent shall
have received a certificate signed by a duly authorized officer of the Borrower, dated the
Effective Date, stating that:

(i) The representations and warranties contained in Section 4.01 are true and
correct on and as of the Effective Date, and
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(ii) No event has occurred and is continuing that constitutes a Default.

(d) The Agent shall have received on or before the Effective Date the following, each
dated such day, in form and substance satisfactory to the Agent and the Lenders :

(i) Receipt by the Agent of executed counterparts of this Agreement properly
executed by a duly authorized officer of the Borrower and by each Lender.

(ii) The Notes, payable to the order of the Lenders to the extent requested by
any Lender pursuant to Section 2.16.

(iii) The articles of incorporation of the Borrower certified to be true and
complete as of a recent date by the appropriate governmental authority of the state or
other jurisdiction of its incorporation and certified by a secretary, assistant secretary or
associate secretary of the Borrower to be true and correct as of the Effective Date.

(iv ) The bylaws of the Borrower certified by a secretary, assistant secretary or
associate secretary of the Borrower to be true and correct as of the Effective Date.

(v ) Cert i f ied copies of  the resolut ions of  the Board of  Directors of  the
Borrower approving this Agreement and the Notes, and of all documents evidencing
other necessary corporate action and governmental approvals, if any, with respect to this
Agreement and the Notes.

(v i) A certificate of the secretary, assistant secretary or associate secretary of
the Borrower certifying the names and true signatures of the officers of the Borrower
authorized to sign this Agreement and the Notes and the other documents to be delivered
hereunder.

(vii) A certificate as of a recent date from the Borrower's state of incorporation
evidencing that the Borrower is in good standing in its state of organization or formation.

(viii) A favorable opinion of Snell & Wilmer L.L.P., counsel for the Borrower,
in form and substance reasonably acceptable to the Lenders.

(e) Concurrently with or before the Effective Date, (i) all principal, interest and other
amounts outstanding under the Borrower's existing Amended and Restated Five-Year Credit
Agreement dated as of December 9, 2005 (the "Existing Senior Credit Agreement") shall be
repaid and satisfied in full, (ii) all commitments to extend credit under the Existing Senior Credit
Agreement shall be terminated and (iii) any letters of credit outstanding under the Existing
Senior Credit Agreement shall have been terminated, canceled or replaced, and the Agent shall
have received evidence of the foregoing satisfactory to it, including an escrow agreement or
payoff letter executed by the lenders or the agent under the Existing Senior Credit Agreement.

Section 3.02 Conditions Precedent to Each Credit Extension and Commitment Increase.
The obligation of each Lender to make an Advance (other than an L/C Advance or a Base Rate
Advance made pursuant to Section 2.03 (c)) on the occasion of each Borrowing, the obligation of
each Issuing Bank to issue a Letter of Credit, and each Commitment Increase shall be subject to
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the conditions precedent that the Effective Date shall have occurred and on the date of such
Borrowing or such issuance (as the case may be), or the applicable Increase Date, the following
statements shall be true (and each of the giving of the applicable Notice of Borrowing or request
for issuance and the acceptance by the Borrower of the proceeds of such Borrowing shall
constitute a representatiorraindwvarratntybydre-Borrowertlrat on the date of suclrBorrowirrg-or
date of such issuance such statements are true):

(a) the representations and warranties contained in Section 4.01 (other than Section
4.01(k), and in the case of a Borrowing or issuance, Section 4.01(e)(ii) and 4.01(f)(ii)) are correct
on and as of such date, before and after giving effect to such Borrowing or issuance, or such
Commitment Increase and to the application of the proceeds therefrom, as though made on and
as of such date,

(b) no event has occurred and is continuing, or would result from such Borrowing or
issuance, or such Commitment Increase or from the application of the proceeds therefrom, that
constitutes a Default,

(c) before and after giving effect to such Borrowing or such issuance and to the
application of the proceeds therefrom, as though made on and as of such date, to the extent that
the applicable Credit Extension is required to be treated as short-term debt pursuant to the 2007
Order, the aggregate amount of Continuing Short-Term Debt (as such term is defined in the 2007
Order), including the aggregate principal amount of all outstanding Advances that are required to
be treated by the Borrower as short-term debt pursuant to the 2007 Order, does not exceed 7% of
the Borrower's total capitalization, plus up to an additional $500 million to be used for purchases
of natural gas and power (the"$500 million Basket"),

(d) to the extent that the applicable Credit Extension is required to be treated as short
term debt within the $500 million Basket, either (x) the Borrower has an Arizona Corporation
Commission authorized adjustor mechanism for recovery of natural gas or power purchases, or
(y) such adjustor mechanism was terminated and the Borrower will repay the Borrowing and all
other Advances under the Credit Agreement that are within the $500 million Basket within
twelve months of the date of termination, unless prior to such date additional authority is
obtained from the Arizona Corporation Commission with respect to the Borrowing and such
Advances,

(e) to the extent that the applicable Credit Extension is required to be treated as long-
term debt pursuant to the 2007 Order, the aggregate amount of Continuing Long-Term Debt (as
such term is defined in the 2007 Order), including the aggregate principal amount of all
outstanding Advances and Letters of Credit that are required to be treated by the Borrower as
long-term debt pursuant to the 2007 Order, has not exceeded, during any period of more than 30
days immediately prior to and including the date of the Borrowing, and will not exceed, during
any period of more than 30 days at any time such Borrowing is outstanding, $4,200,000,000,

(D to the extent that the applicable Credit Extension is required to be treated as
Continuing Long-Term Debt, the Borrower has a minimum common equity ratio of forty percent
and its debt service coverage ratio is equal to or greater than 2.0, in each case calculated as
provided in the 2007 Order,
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(g) to the extent that the applicable Credit Extension is required to be treated as
Continuing Long-Term Debt, the Borrower will use the proceeds thereof to augment the funds
available from all sources to finance its construction, resource acquisition and maintenance
programs, to redeem or retire outstanding securities, or to repay or refund other outstanding long-
tenn ur short-term debt, ar[dsuc use-wil-1-not-befor-aptlrpos thatisvvi'1oll"y~or~in-part,
reasonably chargeable to operating expense or to income,

(h) after December 31, 2012, the Borrower may not make further Borrowings under
this Agreement and no additional Letters of Credit may be issued hereunder, in each case
pursuant to the 2007 Order, except that after December 31, 2012, the Borrower may make
additional Borrowings under this Agreement and additional Letters of Credit may be issued
hereunder, in each case pursuant to the 2007 Order, if such Borrowings and such Letters of
Credit are treated as Continuing Short-Terrn Debt (as defined in the 2007 Order) and (x) the
Borrower had filed an application for a new financing order with the Arizona Corporation
Commission on or before December 31, 2011 and (y) the Arizona Corporation Commission has
not issued an order pursuant to such application on or before December 31, 2012, and;

(i) before and after giving effect to such Credit Extension and to the application of
the proceeds therefrom, as though made on and as of such date, the Indebtedness of the Borrower
does not exceed that permitted by (i) applicable resolutions of the Board of Directors of the
Borrower or (ii) applicable Arizona Law,

provided, however, that if the 2007 Order is superseded or modified by any Subsequent Order,
the Borrower may, in consultation with the Lenders, revise the Notices of Borrowing or request
for issuance to the extent necessary to take into account any applicable limitations on the
incurrence or maintenance of Indebtedness, so long as any revised Notice of Borrowing or
request for issuance (x) demonstrates that such Borrowing or issuance is authorized by the
Subsequent Order and (y) is accompanied by a favorable opinion of Snell & Wilmer L.L.P. or
such other counsel to the Borrower as the Borrower may select and the Agent and the Required
Lenders may approve, concerning such Subsequent Order, in form arid substance satisfactory to
the Lenders .

Each request for Credit Extension (which shall not include a Conversion or a
continuation of Eurodollar Rate Advances) submitted by the Borrower shall be deemed to be a
representation and warranty that the conditions specified in Sections 3.02(a) through (i) have
been satisfied on and as of the date of the applicable Credit Extension.

Section 3.03 Determinations Under Section 3.01. For purposes of determining
compliance with the conditions specified in Section 3.01 and the satisfaction of each Lender with
respect to letters delivered to it from die Borrower as set forth in Sections 4.01(a), 4.0l(e) and
4.01(f), each Lender that has signed this Agreement shall be deemed to have consented to,
approved or accepted or to be satisfied with each document or other matter required thereunder
to be consented to or approved by or acceptable or satisfactory to the Lenders unless an officer of
the Agent responsible for the transactions contemplated by this Agreement shall have received
notice from such Lender prior to the date that the Borrower designates as the proposed Effective
Date, specifying its objection thereto. The Agent shall promptly notify the Lenders and the
Borrower of the occurrence of the Effective Date.
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ARTICLE Iv

REPRESENTATIONS AND WARRANTIES

Seetion4L01 Represenxations nd-Warran1ie4>L4J:1£errower.
represents and warrants as follows:

TheBo1:1:owcr

(a) Each of the Borrower and each Material Subsidiary: (i) is a corporation or other
entity duly organized and validly existing under the Laws of the jurisdiction of its incorporation
or organization, (ii) has all requisite corporate or if the Material Subsidiary is not a corporation,
other comparable power necessary to own its assets and carry on its business as presently
conducted, (iii) has all governmental licenses, authorizations, consents and approvals necessary
to own its assets and carry on its business as presently conducted, if the failure to have any such
license, authorization, consent or approval is reasonably likely to have a Material Adverse Effect
and except as disclosed to die Agent in the SEC Reports or by means of a letter from the
Borrower to the Lenders (such letter, if any, to be delivered to the Agent for prompt distribution
to the Lenders) delivered prior to the execution and delivery of this Agreement (which, in each
case, shall be satisfactory to each Lender in its sole discretion) and except that (A) the Borrower
from time to time may make minor extensions of its lines, plants, services or systems prior to the
time a related franchise, certificate of convenience and necessity, license or permit is procured,
(B) from time to time communities served by the Borrower may become incorporated and
considerable time may elapse before such a franchise is procured, (C) certain such franchises
may have expired prior to the renegotiation thereof, (D) certain minor defects and exceptions
may exist which, individually and in the aggregate, are not material and (E) certain franchises,
certificates, licenses and permits may not be specific as to their geographical scope), and (iv) is
qualified to do business in all jurisdictions in which the nature of the business conducted by it
makes such qualification necessary and where failure so to qualify is reasonably likely to have a
Material Adverse Effect.

(b) The execution, delivery and perfonnance by the Borrower of this Agreement and
the other Loan Documents, and the consummation of the transactions contemplated hereby, are
within the Borrower's corporate powers, have been duly authorized by all necessary corporate
action, and do not (i) contravene the Borrower's articles of incorporation or by-laws, (ii)
contravene any Law (including without limitation the 2007 Order), decree, writ, injunction or
determination of any Governmental Authority, in each case applicable to or binding upon the
Borrower or any of its properties, (iii) contravene any contractual restriction binding on or
affecting the Borrower or (iv) cause the creation or imposition of any Lien upon the assets of the
Borrower or any Material Subsidiary, except for Liens created under this Agreement and except
where such contravention or creation or imposition of such Lien is not reasonable likely to have
a Material Adverse Effect.

(c) No authorization or approval or other action by, and no notice to or filing with,
any Governmental Authority is required for the due execution, delivery and performance by the
Borrower of this Agreement or the Notes to be delivered by it, except for the 2007 Order, which
has been duly obtained and is in full force and effect,provided that (i) the Borrower is required
to make a compliance filing with the Arizona Corporation Commission under the 2007 Order
with respect to this Agreement on or prior to ninety (90) days after the Effective Date and (ii)
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after December 31, 2012, the Borrower may not make further Borrowings under this Agreement
and no additional Letters of Credit may be issued hereunder, in each case pursuant to the 2007
Order, except that after December 31, 2012, the Borrower may make additional Borrowings
under this Agreement and additional Letters of  Credit may be issued hereunder, in each case
pursuant to tlT~3200T'O§1er, if such Borrowings and such Letters of€redi t*are"treated"'as'"
Continuing Short-Term Debt (as defined in the 2007 Order) and (x) the Borrower had filed an
application for a new financing order with the Arizona Corporation Commission on or before
December 31, 2011 and (y) the Arizona Corporation Commission has not issued an order
pursuant to such application on or before December 31, 2012. In the event that any Subsequent
Order supersedes or modifies the 2007 Order and the Borrower provides the documents required
in the proviso to Section 3.02 hereof, the reference to the 2007 Order in this Section 4.01(c) will
be revised to the extent provided in such documents.

(d) This Agreement has been, and each of the other Loan Documents upon execution
and delivery will have been, duly executed and delivered by the Borrower. This Agreement is,
and each of the other Loan Documents upon execution and delivery will be, the legal, valid and
binding obligation of the Borrower enforceable against the Borrower in accordance with their
respective terms, subject, however, to the application by a court of general principles of equity
and to the effect of any applicable bankruptcy, insolvency, reorganization, moratorium or similar
Laws affecting creditors' rights generally.

(e) (i) The Consolidated balance sheet of the Borrower as of December 31, 2008, and
the related Consolidated statements of income and cash flows of the Borrower for the fiscal year
then ended, accompanied by an opinion thereon of  Deloitte & Touche LLP, independent
registered public accountants, and the Consolidated balance sheet of  the Borrower as of
September 30, 2009, and the related Consolidated statements of income and cash flows of the
Borrower for the nine months then ended, duly certif ied by the chief f inancial off icer of the
Borrower, copies of  which have been furnished to the Agent, fairly present in all material
respects, subject, in the case of said balance sheet as of September 30, 2009, and said statements
of income and cash flows for the nine months then ended, to year-end audit adjustments, the
Consolidated financial condition of the Borrower as at such dates and the Consolidated results of
the operations of the Borrower for the periods ended on such dates, all in accordance with GAAP
(except as disclosed therein). (ii) Except as disclosed to the Agent in the SEC Reports or by
means of a letter from the Borrower to the Lenders (such letter, if any, to be delivered to the
Agent for prompt distribution to the Lenders) delivered prior to the execution and delivery of this
Agreement (which, in each case, shall be satisfactory to each Lender in its sole discretion), since
December 31, 2008, there has been no Material Adverse Effect.

(f) There is no pending or, to the knowledge of an Authorized Officer of the
Borrower, threatened action, suit, investigation, litigation or proceeding, including, without
limitation, any Environmental Action, affecting the Borrower or any of its Subsidiaries before
any court, governmental agency or arbitrator that (i) purports to affect the legality, validity or
enforceability of this Agreement or any other Loan Document or the consummation of die
transactions contemplated hereby or (ii) would be reasonably likely to have a Material Adverse
Effect (except as disclosed to the Agent in the SEC Reports or by means of a letter from the
Borrower to the Lenders (such letter, if any, to be delivered to the Agent for prompt distribution
to the Lenders) delivered prior to the execution and delivery of this Agreement (which, in each
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case, shall be satisfactory to each Lender in its sole discretion) delivered prior to the execution
and delivery of this Agreement) and there has been no adverse change in the status, or financial
effect on the Borrower or any of its Subsidiaries, of such disclosed litigation that would be
reasonably likely to have a Material Adverse Effect.

(g) No proceeds of any Advance will be used to acquire any equity security not
issued by the Borrower of a class that is registered pursuant to Section 12 of the Securities
Exchange Act of 1934.

(h) The Borrower is not engaged in the business of extending credit for the purpose of
purchasing or carrying margin stock (within the meaning of Regulation U issued by the Board of
Governors of the Federal Reserve System), and no proceeds of any Advance will be used to
purchase or carry any margin stock or to extend credit to others for the purpose of purchasing or
carrying any margin stock, in any case in violation of Regulation U.

9

(i) The Borrower and its Subsidiaries have filed all United States Federal income tax
returns and all other material tax returns which are required to be filed by them and have paidall
taxesdue pursuant to such returns or pursuant to any assessment received by the Borrower or any
of its Subsidiaries, except to the extent that (i) such taxes are being contested in good faith and
by appropriate proceedings and that appropriate reserves for the payment thereof have been
maintained by the Borrower and its Subsidiaries in accordance with GAAP or (ii) the failure to
make such filings or such payments is not reasonably likely to have a Material Adverse Effect.
The charges, accruals and reserves on the books of the Borrower and its Material Subsidiaries as
set forth in the most recent financial statements of the Borrower delivered to the Agent pursuant
to Section 4.01(e) or Section 5.01(h)(i) or (ii) hereof in respect of taxes and other governmental
charges are, in the opinion of the Borrower, adequate.

(j) Set forth on Schedule 4.01(j)hereto (as such schedule may be modified from time
to time by the Borrower by written notice to the Agent) is a complete and accurate list of all the
Subsidiaries of the Borrower and, as of the Effective Date, no such Subsidiary of the Borrower is
a Material Subsidiary.

(k) Set forth on Schedule 4.0l(k) hereto is a complete and accurate list identifying
any Indebtedness of the Borrower outstanding in a principal amount equal to or exceeding
$5,000,000 and which is not described in the financial statements referred to in Section 4.01(e).

(1) The Borrower is not an "investment company"
"investment company",

, or a company "controlled" by an
within the meaning of the Investment Company Act of 1940, as

amended.

(m) No report, certificate or other written information furnished by the Borrower or
any of its Subsidiaries to any Agent or any Lender in connection with the transactions
contemplated hereby and the negotiation of this Agreement or delivered hereunder or any odder
Loan Document (as modified or supplemented by other information so furnished) at the time so
furnished, when taken together as a whole with all such written information so furnished,
contains an untrue statement of a material fact or omits to state a material fact necessary in order
to make the statements therein, in the light of the circumstances under which they were made,
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not misleading, except as would not reasonably be expected to result in a Material Adverse
Effect, provided that with respect to any projected financial information, forecasts, estimates or
forward-looking information, the Borrower represents only that such information and materials
have been prepared in good faith on the basis of assumptions believed to be reasonable at the
time of preparation of such forecasts, and no representatNiITGI'wauraintyisrrradeastoMeactual
attainability of any such projections, forecasts, estimates or forward-looking information.

ARTICLE v

COVENANTS OF THE BORROWER

Section 5.01 Affirmative Covenants. So long as any Advance shall remain unpaid, any
Letter of Credit shall remain outstanding or any Lender shall have any Commitment hereunder,
the Borrower shall:

(a) Compliance with Laws, Etc. (i) Comply, and cause each of its Material
Subsidiaries to comply, in all material respects, with all applicable Laws of Governmental
Authorities, such compliance to include, without limitation, compliance with ERISA and
Environmental Laws, unless the failure to so comply is not reasonably likely to have a Material
Adverse Effect and (ii) comply at all times with the 2007 Order, any Subsequent Order, Arizona
Revised Statutes, Section 40-302 and all similar or comparable Laws, orders, decrees, writs,
injunctions or determinations of any Governmental Authority relating to the incurrence or
maintenance of Indebtedness by the Borrower, unless the failure to so comply is not reasonably
likely to have a Material Adverse Effect.

(b) Pavement of Taxes, Etc. Pay and discharge, and cause each of its Subsidiaries to
pay and discharge, before the same shall become delinquent, all taxes, assessments and
governmental charges or levies imposed upon it or upon its property, provided, however, that
neither the Borrower nor any of its Subsidiaries shall be required to pay or discharge any such
tax, assessment, charge or levy (i) that is being contested in good faidi and by proper proceedings
and as to which appropriate reserves are being maintained in accordance with GAAP or (ii) if the
failure to pay such tax, assessment, charge or levy is not reasonably likely to have a Material
Adverse Effect.

(c) Maintenance of Insurance. Maintain, and cause each of its Material Subsidiaries
to maintain, insurance with responsible and reputable insurance companies or associations in
such amounts and covering such risks as is usually carried by companies engaged in similar
businesses and owning similar properties in the same general areas in which the Borrower or
such Subsidiary operates, provided, however, that the Borrower and its Subsidiaries may self-
insure to the same extent as other companies engaged in similar businesses and owning similar
properties in the same general areas in which the Borrower or such Subsidiary operates and to
the extent consistent with prudent business practice.

(d) Preservation of COrporate Existence. Etc. Preserve and maintain, and cause each
of its Material Subsidiaries to preserve and maintain, its corporate existence, rights (charter and
statutory) and franchises (other than "franchises" as described in Arizona Revised Statutes,
Section 40-283 or any successor provision) reasonably necessary in the normal conduct of its
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business, if the failure to maintain such rights or privileges is reasonably likely to have a
Material Adverse Effect, and use its commercially reasonable efforts to preserve and maintain
such franchises reasonably necessary in the normal conduct of its business, except that (i) the
Borrower from time to time may md<e minor extensions of its lines, plants, services or systems
pTioT'to'the tirrre-arelateld'f1andiise;certificate-ofconvenience'"andneces*siI§¢Hcenseorpennitis
procured, (ii) from time to time communities served by the Borrower may become incorporated
and considerable time may elapse before such a franchise is procured, (iii) certain such
franchises may have expired prior to the renegotiation thereof, (iv) certain minor defects and
exceptions may exist which, individually and in the aggregate, are not material and (v) certain
franchises, certificates, licenses and permits may not be specific as to their geographical scope,
provided, however, that the Borrower and its Subsidiaries may consummate any merger or
consolidation permitted under Section 5.02(b).

(e) Visitation Rights. At any reasonable time and from time to time, permit and
cause each of its Subsidiaries to permit the Agent or any of the Lenders or any agents or
representatives thereof, to examine and make copies of and abstracts from the records and books
of account of, and visit the properties of, the Borrower and any of its Subsidiaries, and to discuss
the affairs, finances and accounts of the Borrower and any of its Subsidiaries with any of their
officers or directors, Drovided, however, that the Borrower and its Subsidiaries reserve the right
to restrict access to any of its properties in accordance with reasonably adopted procedures
relating to safety and security, andprovided further that the costs and expenses incurred by such
Lender or agents or representatives in connection with any such examinations, copies, abstracts,
visits or discussions shall be, upon the occurrence and during the continuation of a Default, for
the account of the Borrower and, in all other circumstances, for the account of such Lender.

(D Keeping of Books. Keep, and cause each of its Material Subsidiaries to keep,
proper books of record and account, in which full and correct entries shall be made of all
financial transactions and the assets and business of the Borrower and each such Subsidiary in a
manner that permits the preparation of financial statements in accordance with GAAP.

(g) Maintenance of Properties, Etc. Keep, and cause each Material Subsidiary to
keep, all property useful and necessary in its business in good working order and condition
(ordinary wear and tear excepted), if the failure to do so is reasonably likely to have a Material
Adverse Effect, it being understood that this covenant relates only to the working order and
condition of such properties and shall not be construed as a covenant not to dispose of properties.

(h) Reporting Requirements. Furnish to the Agent:

(i) as soon as available and in any event within 50 days after the end of each
of the first three fiscal quarters of each fiscal year of the Borrower, (A) for each such
fiscal quarter of the Borrower, statements of income and cash flows of the Borrower and
its Consolidated Subsidiaries for such fiscal quarter setting forth in each case in
comparative font the corresponding figures for the corresponding fiscal quarter in the
preceding fiscal year and (B) for the period commencing at the end of the previous fiscal
year and ending with the end of each fiscal quarter, statements of income and cash flows
of the Borrower and its Consolidated Subsidiaries for such period setting forth in each
case in comparative form the corresponding figures for the corresponding period in the
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preceding fiscal year, provided that so long as the Borrower remains subject to the
reporting requirements of the Securities Exchange Act of 1934, as amended, the
Borrower may provide, in satisfaction of the requirements of this first sentence of this
Section 5.01(h)(i), its report on Form 10-Q for such fiscal quarter. Each set of financial
statements provided underT1TisSwtioniiCT1fh)(i) al'lbeaccumpa1tIiedoy a certificate of
an Authorized Officer, which certificate shall state that said financial statements fairly
present in all material respects the financial condition and results of operations of the
Borrower and its Consolidated Subsidiaries in accordance with GAAP (except as
disclosed therein) as at the end of, and for, such period (subject to normal year-end audit
adjustments) and shall set forth reasonably detailed calculations demonstrating
compliance with Section 5.03 ,

(ii) as soon as available and in any event within 90 days after the end of each
fiscal year of the Borrower, statements of income and cash flows of the Borrower and its
Consolidated Subsidiaries for such year and the related balance sheet of the Borrower and
its Consolidated Subsidiaries as at the end of such year, setting forth in each case in
comparative form the corresponding figures for the preceding fiscal year;provided that,
so long as the Borrower remains subject to the reporting requirements of the Securities
Exchange Act of 1934, as amended, the Borrower may provide, in satisfaction of the
requirements of this first sentence of this Section 5.01(h)(ii), its report on Form 10-K for
such fiscal year. Each set of financial statements provided pursuant to this Section
5.01(h)(ii) shall be accompanied by (A) an opinion thereon of independent certified
public accountants of recognized national standing, which opinion shall state that said
financial statements fairly present in all material respects the financial condition and
results of operations of the Borrower and its Consolidated Subsidiaries as at the end of,
and for, such fiscal year, in accordance with GAAP (except as disclosed therein) and (B)
a certificate of an Authorized Officer, which certificate shall set forth reasonably detailed
calculations demonstrating compliance with Section 5.03 ,

(iii) as soon as possible and in any event within five days after any Authorized
Officer of the Borrower knows of the occurrence of each Default continuing on the date
of such statement, a statement of an Authorized Officer of the Borrower setting forth
details of such Default and the action that the Borrower has taken and proposes to take
with respect thereto,

(iv) promptly after the sending or filing thereof, copies of all reports and
registration statements (other than exhibits thereto and registration statements on Form S-
8 or its equivalent) that the Borrower or any Subsidiary files with the Securities and
Exchange Commission,

(v) promptly after an Authorized Officer becomes aware o f  t h e
commencement thereof, notice of all actions and proceedings before any court,
governmental agency or arbitrator affecting the Borrower or any of its Subsidiaries of the
type described in Section 4.01(D, except with respect to any matter referred to in Section
4.01(f)(ii), to the extent disclosed in a report on Form 8-K, Form 10-Q or Form 10-K of
the Borrower,
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(vi) promptly after (A) any amendment or modification of the 2007 Order,
(B) any amendment or modification of Arizona Revised Statutes, Section 40-302, or the
promulgation, amendment or modification of any successor or similar statute, or (C) the
promulgation, amendment or modification of any Subsequent Order by the Arizona
€orpora"tioir€*ominissionroranysuccessortrheretoirrany ase-if-such--amendment,
modification or promulgation could affect the validity or enforceability of the
indebtedness of the Borrower pursuant to this Agreement, a copy thereof,

(vii) promptly after an Authorized Officer becomes aware of the occurrence
thereof, notice of any change by Moody's or S&P of their respective Public Debt Rating
or of the cessation (or subsequent commencement) by Moody's or S&P of publication of
their respective Public Debt Rating;

(viii) the occurrence of any ERISA Event, together with (x) a written statement
of an Authorized Officer of the Borrower specifying the details of such ERISA Event and
the action that the Borrower has taken and proposes to take with respect thereto, (y) a
copy of any notice with respect to such ERISA Event that may be required to be filed
with the PBGC and (z) a copy of any notice delivered by the PBGC to the Borrower or an
ERISA Affiliate with respect to such ERISA Event; and

(ix) such other information respecting the Borrower or any of its Subsidiaries
as an Lender thou h the A end ma from time to time reasonable re best.y g g y y q

Information required to be delivered pursuant to Sections 5.01(h)(i), (ii) and (iv) above
shall be deemed to have been delivered on the date on which the Borrower provides notice to the
Agent that such information has been posted on the Borrower's parent's website on the Internet
at www.pinnaclewest.com, at sec.gov/edaux/searches.htm or at another website identified in
such notice and accessible by the Lenders without charge, provided that (i) such notice may be
included in a certificate delivered pursuant to Section 5.01(h)(i) or (ii) and (ii) the Borrower shall
deliver paper copies of the information referred to in Section 5.01(h)(i), (ii), and (iv) to any
Lender which requests such delivery.

(i) Change in Nature of Business.
conducted on the date hereof.

Conduct the same general type of business

Section 5.02 Negative Covenants. So long as any Advance shall remain unpaid, any
Letter of Credit shall remain outstanding or any Lender shall have any Commitment hereunder,
the Borrower shall not:

(a) Liens, Etc. Create or suffer to exist, or permit any of its Material Subsidiaries to
create or suffer to exist, any Lien on or with respect to any of its properties, whether now owned
or hereafter acquired, or assign, or permit any of its Material Subsidiaries to assign, any right to
receive income, other than:

(i) Permitted Liens,

(ii) Liens upon or in, or conditional sales agreements or other title retention
agreements with respect to, any real or personal property acquired or held by the
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Borrower or any Subsidiary in the ordinary course of business to secure the purchase
price of such property, or the construction of or improvements to such property, or to
secure Indebtedness incurred solely for the purpose of financing the acquisition,
construction or improvement of such property to be subject to such Liens (including any
Liens placed o1r*sud1-property within l18t') days after the latest oiMe-acquisition,
completion of construction or improvement of such property), or Liens existing on such
property at the time of its acquisition (other than any such Liens created in contemplation
of such acquisition that were not incurred to finance the acquisition of such property) or
extensions, renewals, refundings or replacements of any of the foregoing for the same or
a lesser amount, provided, however, that no such Lien shall extend to or cover any
properties of any character other than the property being acquired, constructed or
improved and proceeds, improvements and replacements thereof and no such extension,
renewal, refunding or replacement shall extend to or cover any properties not theretofore
subject to the Lien being extended, renewed, refunded or replaced,

»

(iii) assignments of the right to receive income, and Liens on property, of a
Person existing at the time such Person is merged into or consolidated with the Borrower
or any Subsidiary of the Borrower or becomes a Subsidiary of the Borrower,

(iv) Liens with respect to the leases and related documents entered into by the
Borrower in connection with Unit 2 of the Palo Verde Nuclear Generating Station and
Liens with respect to the leased interests and related rights if the Borrower reacquires
ownership in any of those interests or acquires any of the equity or owner participants'
interests in the trusts that hold title to such leased interests, whether or not it also directly
assumes the Sale Leaseback Obligation Bonds, and Liens on the Borrower's interests in
the trusts that hold title to such leased interests and related rights in the event dirt the
Borrower acquires any of the equity or owner participants' interests in such trusts
pursuant to a "special transfer" under the Borrower's existing Palo Verde Nuclear
Generating Station Unit 2 sale and leaseback transactions and any Liens resulting or
deemed to have resulted if the Unit 2 leases are required to be accounted for as capital
leases in accordance with GAAP,

(v) other assignments of the right to receive income and Liens securing
Indebtedness or claims in an aggregate principal amount not to exceed 20% of the
Borrower's total assets as stated on the most recent balance sheet of the Borrower
provided pursuant to Section 4.0l(e)(i) or 5.01(h)(ii) hereof at any time outstanding, and

(vi) the replacement, extension or renewal of any Lien permitted by clause (iii)
or (iv) above upon or in the same property theretofore subject thereto or the replacement,
extension or renewal (without increase in the amount or change in any direct or
contingent obligor) of the Indebtedness secured thereby.

(b) Mergers, Etc. Merge or consolidate with or into any Person, or permit any of its
Material Subsidiaries to do so, except that (i) any Material Subsidiary of the Borrower may
merge or consolidate with or into any other Material Subsidiary of the Borrower, (ii) any
Subsidiary of the Borrower may merge into the Borrower or any Material Subsidiary of the
Borrower and (iii) the Borrower or any Material Subsidiary may merge with any other Person so
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long as the Borrower or such Material Subsidiary is the surviving corporation, provided, in each
case, that no Default shall have occurred and be continuing at the time of such proposed
transaction or would result therefrom.

--(c) Salesrl-8ter-off-Assets. Se1-lrlease,--transfeior-othervvisedispese~o f  o r - p e r m i t a n y
of its Material Subsidiaries to sell, lease, transfer or otherwise dispose of, any assets, or grant any
option or other r ight to purchase, lease or otherwise acquire any assets to any Person other than
the Borrower or any Subsidiary of the Borrower, except ( i)  dispositions in the ordinary course of
business, including, without l imitation, sales or  other dispositions of electr ic ity and related and
ancil lary serv ices, other  commodit ies, emissions credits and s imilar  mechanisms for  reducing
pollution, and damaged, obsolete, worn out or  surplus proper ty no longer  required or  useful in
the business or operations of the Borrower or any of its Subsidiaries, ( ii)  sale or other disposition
of  patents ,  copyr ights ,  t rademarks  or  o ther  in te l lec tua l  proper ty  that  are ,  in  the Bor rower 's
reasonable judgment, no longer economically practicable to maintain or necessary in the conduct
of the business of the Borrower or  its Subsidiar ies and any l icense or sublicense of intellectual
proper ty that does not inter fere with the business of the Borrower  or  any Mater ia l Subsidiary,
( i i i )  in  a  transact ion author ized by subsect ion (b)  o f th is  Sect ion, ( iv )  ind iv idual  d ispos i t ions
occu r r ing  in  the  o r d ina r y  cou r se  o f  bus iness  wh ich  invo lve  asse ts  w i th  a  book  va lue  no t
exceeding $5,000,000, (v) sales of assets during the term of this Agreement having an aggregate
book value not to exceed 30% of the total of al l  assets proper ly appear ing on the most recent
balance sheet of the Borrower provided pursuant to Section 4.01(e)( i)  or  5.01(h)( i i)  hereof and
(vi)  any Lien permitted under Section 5.02(a).

Section 5.03 Financial Covenant.  So  long  as  any  Advance  sha l l  r ema in  unpa id ,  any
Letter  of Credit shall remain outstanding or  any Lender shall have any Commitment hereunder,
t h e  B o r r o w e r  w i l l  m a i n t a i n  a  r a t i o  o f  ( a )  C o n s o l i d a t e d  I n d e b t e d n e s s  t o  ( b )  t h e  s u m  o f
Consolidated Indebtedness plus Consolidated Net Worth of not greater than 0.65 to 1.

ARTICLE vi

E V E N T S  O F  D E F A U L T

Section 6.01 Events  o f  Defau l t.  I f  a n y  o f  th e  fo l l o w in g  e v e n ts  ( "Even ts  o f  De fau l t ")
shall occur and be continuing:

(a) The Borrower shall fail to pay when due ( i)  any pr incipal of any Advance, ( i i)  any
drawing under  any Letter  o f  Credi t ,  or  ( i i i )  any in terest on any Advance or  any other  fees or
other amounts payable under this Agreement or any other Loan Documents, and ( in the case o f
this clause ( iii)  only), such failure shall continue for a period of three Business Days; or

( b ) Any representation or  warranty made by the Borrower herein or  by the Borrower
(or  any of  i ts  o f f icers)  in  any cer t i f ica te  or  o ther  document de l ivered in  connect ion wi th  th is
Agreement or  any  o ther  Loan Document sha l l  p rove to  have been incor rec t  in  any  mater ia l
respect when made or deemed made or furnished; or

(c ) ( i)  The Borrower shall fail to perform or observe any term, covenant or agreement
contained in Section 5.01(d)  (as to the corporate existence of the Borrower) , (h)( i i i)  or  (h)(v i) ,
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5.02 or 5.03, or (ii) the Borrower shall fail to perform or observe any other term, covenant or
agreement contained in Section 5.01(e) if such failure shall remain unremedied for 15 days after
written notice thereof shall have been given to the Borrower by the Agent or any Lender or (iii)
theIBorrower shall fail to perform or observe any other term, covenant or agreement contained in

T;flTfjAgreement or_any otl@'Loan document 0Iyi13 352rt;t<ybE12E9ffQ;n;§rL-D!§b§¢r<£¢Qiifis4cb

failure shall remain unremedied for 30 days after written notice thereof shall have been given to
the Borrower by the Agent or any Lender, or

(d) (i) The Borrower or any of its Material Subsidiaries shall fail to pay (A) any
principal of or premium or interest on any Indebtedness that is outstanding in a principal amount
of at least $35,000,000 in the aggregate (but excluding Indebtedness outstanding hereunder), or
(B) an amount, or post collateral as contractually required in an amount, of at least $35,000,000
in respect of any Hedge Agreement, of the Borrower or such Material Subsidiary (as the case
may be), in each case, when the same becomes due and payable (whether by scheduled maturity,
required prepayment, acceleration, demand or otherwise), and such failure shall continue after
the applicable grace period, if any, specified in the agreement or instrument relating to such
Indebtedness or Hedge Agreement, or (ii) any event of default shall exist under any agreement or
instrument relating to any such Indebtedness and shall continue after the applicable grace period,
if any, specified in such agreement or instrument, if the effect of such event is to accelerate, or to
permit the acceleration of, the maturity of such Indebtedness, or

(e) The Borrower or any of its Material Subsidiaries shall fail to pay any principal of
or premium or interest in respect of any operating lease in respect of which the payment
obligations of the Borrower have a present value of at least $35,000,000, when the same
becomes due and payable (whether by scheduled maturity, required prepayment, acceleration,
demand or otherwise), and such failure shall continue after the applicable grace period, if any,
specified in such operating lease, if the effect of such failure is to terminate, or to pennis the
termination of, such operating lease, or

(f ) The Borrower or any of its Material Subsidiaries shall generally not pay its debts
as such debts become due, or shall admit in writing its inability to pay its debts generally, or shall
make a general assignment for the benefit of creditors, or any proceeding shall be instituted by or
against the Borrower or any of its Material Subsidiaries seeking to adjudicate it a bankrupt or
insolvent, or seeking liquidation, winding up, reorganization, arrangement, adjustment,
protection, relief, or composition of it or its debts under any Debtor Relief Law, or seeking the
entry of an order for relief or the appointment of a receiver, trustee, custodian or other similar
official for it or for any substantial part of its property and, in the case of any such proceeding
instituted against it (but not instituted by it), either such proceeding shall remain undismissed or
unstated for a period of 60 days, or any of the actions sought in such proceeding (including,
without limitation, the entry of an order for relief against, or the appointment of a receiver,
trustee, custodian or other similar official for, it or for any substantial part of its property) shall
occur; or the Borrower or any of its Material Subsidiaries shall take any corporate action to
authorize any of the actions set forth above in this subsection (D; or

(g) Judgments or orders for the payment of money that exceeds any applicable
insurance coverage (the insurer of which shall be rated at least "A" by A.M. Best Company) by
more than $35,000,000 in the aggregate shall be rendered against the Borrower or any Material
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Subsidiary and such judgments or orders shall continue unsatisfied or unstated for a period of 45
days, or

(h) (i) any "person" or "group" (as such terms are used in Sections l3(d) and 14(d) of
the Securities Exchange-Aeeof 1934 but excludinganyemployee-benefit-p1-an-ef ueh-person-or
its subsidiaries, and any person or entity acting in its capacity as trustee, agent or other fiduciary
or administrator Of any such plan) becomes the "beneficial owner" (as defined in Rules 13d-3
and 13d-5 under the Securities Exchange Act of 1934), directly or indirectly, of 30% or more of
the equity securities of PWCC entitled to vote for members of the board of directors of PWCC,
or (ii) during any period of 24 consecutive months, a majority of the members of the board of
directors of PWCC cease (other than due to death or disability) to be composed of individuals
(A) who were members of that board on the first day of such period, (B) whose election or
nomination to that board was approved by individuals referred to in clause (A) above
constituting at the time of such election or nomination at least a majority of that board or (C)
whose election or nomination to that board was approved by individuals referred to in clauses
(A) and (B) above constituting at the time of such election or nomination at least a majority of
that board, or (iii) PWCC shall cease for any reason to own, directly or indirectly 80% of the
Voting Stock of the Borrower, or

(i) (i) An ERISA Event occurs with respect to a Pension Plan or Multiemployer Plan
which has resulted or could reasonably be expected to result in liability of the Borrower under
Title IV of ERISA to the Pension Plan, Multiemployer Plan or the PBGC in an aggregate amount
in excess of $35,000,000, or (ii) the Borrower or any ERISA Affiliate fails to pay when due,
after the expiration of any applicable grace period, any installment payment with respect to its
withdrawal liability under Section 4201 of ERISA under a Multiemployer Plan in an aggregate
amount in excess of $35,000,000;

then, and in any such event, the Agent shall at the request, or may with the consent, of the
Required Lenders, by notice to the Borrower, (i) declare the obligation of each Lender to make
Advances (other than L/C Advances) and of the Issuing Banks to issue Letters of Credit to be
terminated, whereupon the same shall forthwith terminate, (ii) declare the Advances, all interest
thereon and all other amounts payable under this Agreement to be forthwith due and payable,
whereupon the Advances, all such interest and all such amounts shall become and be forthwith
due and payable, without presentment, demand, protest or further notice of any kind, all of which
are hereby expressly waived by the Borrower, provided, however, that in the event of an actual
or deemed entry of an order for relief with respect to the Borrower under the Bankruptcy Code of
the United States, (A) the obligation of each Lender to make Advances (other than L/C
Advances) and of the Issuing Banks to issue Letters of Credit shall automatically be terminated
and (B) the Advances, all such interest and all such amounts shall automatically become and be
due and payable, without presentment, demand, protest or any notice of any kind, all of which
are hereby expressly waived by the Borrower and (iii) exercise all rights and remedies available
to it under this Agreement, the other Loan Documents and applicable Law.

Section 6.02 Actions in Respect of Letters of Credit upon Default. If any Event of
Default shall have occurred and be continuing, the Agent may with the consent, or shall at the
request, of the Required Lenders, irrespective of whether it is taking any of the actions described
in Section 6.01 or otherwise, (a) make demand upon the Borrower to, and forthwith upon such
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demand the Borrower will Cash Collateralize the aggregate Available Amount of all Letters of
Credit then outstanding (whether or not any beneficiary under any Letter of Credit shall have
drawn or be entitled at such time to draw thereunder) or (b) make such other arrangements in
respect of the outstanding Letters of Credit as shall be acceptable to the Required Lenders,

_pr0vir1&1, -howeverjthat in the evenffofiagniactual"ordeenred"entry of anjjgrderfor-reliei with
respect to the Borrower under the Bankruptcy Code of the United States, the Borrower will Cash
Collateralize the aggregate Available Amount of all Letters of Credit then outstanding, without
presentment, demand, protest or any notice of any kind, all of which are hereby expressly waived
by the Borrower. If at any time the Agent determines that any fords held in the L/C Cash
Deposit Account are subject to any right or interest of any Person other than the Agent, the
Issuing Banks and the Lenders or that the total amount of such funds is less than the aggregate
Available Amount of all Letters of Credit, the Borrower will, forthwith upon demand by the
Agent, pay to the Agent, as additional funds to be deposited and held in the UC Cash Deposit
Account, an amount equal to the excess of (a) such aggregate Available Amount over (b) the
total amount of funds, if any, then held in the L/C Cash Deposit Account that are free and clear
of any such right and interest. Upon the drawing of any Letter of Credit, to the extent funds are
on deposit in the L/C Cash Deposit Account, such funds shall be applied to reimburse the Issuing
Banks to the extent permitted by applicable Law, or each Lender to the extent such Lender has
funded an Advance in respect of such Letter of Credit. The Borrower hereby grants to the
Agent, for the benefit of the Issuing Banks and the Lenders, a Lien upon and security interest in
the L/C Cash Deposit Account and all amounts held therein from time to time as security for die
L/C Obligations, and for application to the Borrower's reimbursement obligations as and when
the same shall arise. The Agent shall have exclusive dominion and control, including the
exclusive right of withdrawal, over such account. After all such Letters of Credit shall have
expired or been fully drawn upon and all other obligations of the Borrower hereunder and under
the other Loan Documents shall have been paid in full, the balance, if any, in such L/C Cash
Deposit Account shall be promptly returned to the Borrower.

ARTICLE VII

THE AGENT

Section 7.01 Appointment and Authority. Each of the Lenders (for purposes of this
Article, references to the Lenders shall also mean the Issuing Banks) hereby irrevocably appoints
Wells Fargo to act on its behalf as the Agent hereunder and under the other Loan Documents and
authorizes the Agent to take such actions on its behalf and to exercise such powers as are
delegated to the Agent by the terms hereof or thereof, together with such actions and powers as
are reasonably incidental thereto. Except as set forth in Section 7.06, the provisions of this
Article are solely for the benefit of the Agent and the Lenders, and neither the Borrower nor any
of its Affiliates shall have rights as a third party beneficiary of any of such provisions.

Section 7.02 Rights as a Lender. The Person serving as the Agent hereunder shall have
the same rights and powers in its capacity as a Lender as any other Lender and may exercise the
same as though it were not the Agent and the term "Lender" or "Lenders" shall, unless otherwise
expressly indicated or unless the context otherwise requires, include the Person serving as the
Agent hereunder in its individual capacity. Such Person and its Affiliates may accept deposits
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from, lend money to, act as the financial advisor or in any other advisory capacity for and
generally engage in any kind of business with the Borrower or any Subsidiary or other Affiliate
thereof as if such Person were not the Agent hereunder and without any duty to account therefor
to the Lenders.

Section 7.03 Exculpatory Provisions. The Agent  shal l  not  hav e any dut i es or
obligations except those expressly set forth herein and in the other Loan Documents. Without
limiting the generality of the foregoing, the Agent:

(a) shall not be subject to any fiduciary or other implied duties, regardless of whether
a Default has occurred and is continuing,

(b) shal l  not  hav e any duty to take any discret ionary act ion or exercise any
discretionary powers, except discretionary rights and powers expressly contemplated hereby or
by the other Loan Documents that the Agent is required to exercise as directed in writing by the
Required Lenders (or such other number or percentage of the Lenders as shall be expressly
provided for herein), provided that the Agent shall not be required to take any action that, in its
opinion or the opinion of its counsel, may expose the Agent to liability or that is contrary to any
Loan Document or applicable Law; and

(c) shall not, except as expressly set forth herein and in the other Loan Documents,
have any duty to disclose, and shall not be liable for the failure to disclose, any information
relating to the Borrower or any of its Affiliates that is communicated to or obtained by the
Person serving as the Agent or any of its Affiliates in any capacity.

The Agent shall not be liable for any action taken or not taken by it (i) with the consent or
at the request of the Required Lenders (or such other number or percentage of the Lenders as
shall be necessary, or as the Agent shall believe in good faith shall be necessary, under the
circumstances as provided in Section 6.01 and 8.01) or (ii) in the absence of its own gross
negligence or willful misconduct. The Agent shall be deemed not to have knowledge of any
Default unless and until notice describing such Default is given to the Agent by the Borrower or
a Lender.

The Agent shall not be responsible for or have any duty to ascertain or inquire into (i) any
statement, warranty or representation made in or in connection with this Agreement or any other
Loan Document, (ii) the contents of any certificate, report or other document delivered hereunder
or thereunder or in connection herewith or therewith, (iii) die performance or observance of any
of the covenants, agreements or other terms or conditions set forth herein or therein or the
occurrence of any Default, (iv) the validity, enforceability, effectiveness or genuineness of this
Agreement, any other Loan Document or any other agreement, instrument or document or (v) the
satisfaction of any condition set forth in Article III or elsewhere herein, other than to confirm
receipt of items expressly required to be delivered to the Agent.

Section 7.04 Reliance by Agent. The Agent shall be entitled to rely upon, and shall not
incur any l iabi l i ty for relying upon, any notice, request, cert i f icate, consent, statement,
instrument, document or other writing (including any electronic message, internet or intranet
website posting or other distribution) believed by it to be genuine and to have been signed, sent
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or otherwise authenticated by the proper Person. The Agent also may rely upon any statement
made to it orally or by telephone and believed by it to have been made by the proper Person, and
shall not incur any liability for relying thereon. In determining compliance with any condition
hereunder to the making of any Advance, or the issuance of a Letter of Credit, that by its terms
must fbTélf1I1fi1'IcTdlto"the sat Factiwofa"Eender or anrissuing Bank,tlrejargentinaypresumethat
such condition is satisfactory to such Lender or such Issuing Bank unless the Agent shall have
received notice to the contrary from such Lender or such Issuing Bank prior to the making of
such Advance or the issuance of such Letter of Credit. The Agent may consult with legal
counsel (who may be counsel for the Borrower), independent accountants and other experts
selected by it, and shall not be liable for any action taken or not taken by it in good faith in
accordance with the advice of any such counsel, accountants or experts.

Section 7.05 Delegation of Duties. The Agent may perform any and all of  its duties
and exercise its rights and powers hereunder or under any other Loan Document by or through
any one or more sub-agents appointed by the Agent. The Agent and any such sub-agent may
perfonn any and all of its duties and exercise its rights and powers by or through their respective
Related Parties. The exculpatory provisions of this Article shall apply to any such sub~agent and
to the Related Parties of the Agent and any such sub-agent, and shall apply to their respective
activities in connection with the syndication of the credit facilities provided for herein as well as
activities as Agent.

Section7.06 Resignation of Agent. The Agent may at any t ime give notice of  i ts
resignation to the Lenders and the Borrower. Upon receipt of any such notice of resignation, the
Required Lenders shall have the right, with the consent of the Borrower so long as no Event of
Default has occurred and is continuing, to appoint a successor, which shall be a bank with an
office in the United States, or an Affiliate of any such bank with an office in the United States. If
no such successor shall have been so appointed by the Required Lenders and shall have accepted
such appointment within 45 days after the retiring Agent gives notice of its resignation, then the
ret i r ing Agent may, on behal f  of  the Lenders,  appoint  a successor Agent meet ing the
qualifications set forth above; provided that i f  the Agent shall  noti fy the Borrower and the
Lenders that no qualifying Person has accepted such appointment, then such resignation shall
nonetheless become effective in accordance with such notice and (1) the retiring Agent shall be
discharged from its duties and obligations hereunder and under the other Loan Documents
(except that in the case of any collateral security held by the Agent on behalf of the Lenders
under any of the Loan Documents, the retiring Agent shall continue to hold such collateral
security until such time as a successor Agent is appointed) and (2) all payments, communications
arid determinations provided to be made by, to or through the Agent shall instead be made by or
to each Lender directly, until such time as the Required Lenders appoint a successor Agent as
provided for above in this Section. Upon the acceptance of a successor's appointment as Agent
hereunder, such successor shall succeed to and become vested with all of the rights, powers,
privileges and duties of the retiring (or retired) Agent, and the retiring Agent shall be discharged
from all of its duties and obligations hereunder or under the other Loan Documents (if  not
already discharged therefrom as provided above in this Section). The fees payable by the
Borrower to a successor Agent shall be as agreed between the Borrower and such successor.
After the retiring Agent's resignation hereunder and under the other Loan Documents, the
provisions of this Article and Section 8.04 shall continue in effect for the benefit of such retiring
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Agent, its sub-agents and their respective Related Parties in respect of any actions taken or
omitted to be taken by any of them while the retiring Agent was acting as Agent.

Section 7.07 Non-Reliance on Agent and Other Lenders. Each Lender acknowledges
iiiatithas, irIdependerrtlyairdwithoutreljanceuganrtlne-Agent-orany~other~I;endereranyef their
Related Parties and based on such documents and information as it has deemed appropriate,
made its own credit analysis and decision to enter into this Agreement. Each Lender also
acknowledges that it will, independently and without reliance upon the Agent or any other
Lender or any of their Related Parties and based on such documents and information as it shall
from time to time deem appropriate, continue to make its own decisions in taking or not taking
action under or based upon this Agreement, any other Loan Document or any related agreement
or any document furnished hereunder or thereunder.

Section 7.08 No Other Duties. Etc. Anything herein to the contrary notwithstanding,
none of the Arrangers, Syndication Agent, Documentation Agent or other agents listed on the
cover page hereof shall have any powers, duties or responsibilities under this Agreement or any
of the other Loan Documents, except in its capacity, as applicable, as the Agent or a Lender
hereunder.

Section 7.09 Issuing Banks. Each Issuing Bank shall act on behalf of the Lenders with
respect to any Letters of Credit issued by it and the documents associated therewith, and each
Issuing Bank shall have all of the benefits and immunities provided in this Article VII (other than
Section 7.02) to the same extent as such provisions apply to the Agent.

ARTICLE VIII

MISCELLANEOUS

Section 8.01 Amendments, Etc. No amendment or waiver of any provision of this
Agreement or any other Loan Document, nor consent to any departure by the Borrower
therefrom, shall in any event be effective unless the same shall be in writing and signed by the
Required Lenders, and then such waiver or consent shall be effective o111y in the specific instance
and for the specific purpose for which given, provided, however, that no amendment, waiver or
consent shall

(a) unless agreed to by each Lender directly affected thereby, (i) reduce or forgive the
principal amount of any Advance or the Borrower's obligations to reimburse any drawing on a
Letter of Credit, reduce the rate of or forgive any interest thereon (provided that only the consent
of the Required Lenders shall be required to waive the applicability of any post-default increase
in interest rates), or reduce or forgive any fees hereunder (other than fees payable to the Agent,
the Arrangers or any Issuing Bank for their own respective accounts), (ii) extend the final
scheduled maturity date or any other scheduled date for the payment of any principal of or
interest on any Advance, extend the time of payment of any obligation of the Borrower to
reimburse any drawing on any Letter of Credit or any interest diereon, extend the expiry date of
any Letter of Credit beyond the fifth Business Day prior to the Termination Date, or extend the
time of payment of any fees hereunder (other than fees payable to the Agent, the Arrangers or
any Issuing Bank for their own respective accounts), or (iii) increase any Revolving Credit
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Commitment of any such Lender over the amount thereof in effect or extend the maturity diereof
(it being understood that a waiver of any condition precedent set forth in Section 3.02 or of any
Default, if agreed to by the Required Lenders or all Lenders (as may be required hereunder with
respect to such waiver), shall not constitute such an increase),

(b) unless agreed to by all of the Lenders, (i) reduce the percentage of the aggregate
Revolving Credit Cormnitments or of the aggregate unpaid principal amount of the Advances, or
the number or percentage of Lenders, that shall be required for the Lenders or any of them to
take or approve, or direct the Agent to take, any action hereunder or under any other Loan
Document (including as set forth in the definition of "Required Lenders"), (ii) change any other
provision of this Agreement or any of the other Loan Documents requiring, by its terms, the
consent or approval of all the Lenders for such amendment, modification, waiver, discharge,
termination or consent, or (iii) change or waive any provision of Section 2.15, any other
provision of this Agreement or any other Loan Document requiring pro rata treatment of any
Lenders, or this Section 8.01 or Section 2. 19(b), and

(c) unless agreed to by the Issuing BaiNis or the Agent in addition to the Lenders
required as provided hereinabove to take such action, affect the respective rights or obligations
of the Issuing Banks or the Agent, as applicable, hereunder or under any of the other Loan
Documents.

Section 8.02 Notices, Etc.

(a) All notices and other communications provided for hereunder shall be eidier (x) in
writing (including facsimile communication) and mailed, faxed or delivered or (y) as and to the
extent set forth in Sections 8.02(b) and (c) and in the proviso to this Section 8.02(a), if to the
Borrower, at the address specified on Schedule 8.02, if to any Lender, at its Domestic Lending
Office, if to the Agent, at the address specified onSchedule 8.02, and if to any Issuing Bank, at
the address specified onSchedule 8.02or, as to the Borrower or the Agent, at such other address
as shall be designated by such party in a written notice to the other parties and, as to each other
party, at such other address as shall be designated by such party in a written notice to the
Borrower and the Agent. All such notices and communications shall, when mailed Or faxed, be
effective when deposited in the mails or faxed, respectively, except that notices and
communications to the Agent pursuant to Article II, III or VII shall not be effective until
received by the Agent. Delivery by facsimile of an executed counterpart of any amendment or
waiver of any provision of this Agreement or the Notes or of any Exhibit hereto to be executed
and delivered hereunder shall be effective as delivery of a manually executed counterpart
thereof. Notices delivered through electronic communications to the extent provided in
subsection (b) below, shall be effective as provided in such subsection (b). Upon request of the
Borrower, the Agent will provide to the Borrower (i) copies of each Administrative
Questionnaire or (ii) the address of each Lender.

(b) Notices and other communications to the Lenders, the Agent and the Issuing
Banks hereunder may be delivered or furnished by electronic communication (including e-mail
and Internet or intranet websites) pursuant to procedures approved by the Agent and agreed to by
Me Borrower, provided that the foregoing shall not apply to notices to any Lender or the Issuing
Banks pursuant to Article II if such Lender or the Issuing Banks, as applicable, has notified the
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Agent and the Borrower that it is incapable of receiving notices under such Article by electronic
communication. The Agent or die Borrower may, in its discretion, agree to accept notices and
other communications to it hereunder by electronic communications pursuant to procedures
approved by it, provided that approval of such procedures may be limited to particular notices or
cnmrnunicatjnns., .Unless Nye Agent and"theBoiroweriitliervvist-§1rgre @jno'gcesand'--other
communications sent to an e-mail address shall be deemed received upon the sender's receipt of
an acknowledgement from the intended recipient (such as by the "return receipt requested"
function, as available, return e-mail or other written acknowledgement), provided that if such
notice or other communication is not sent during the normal business hours of the recipient, such
notice or communication shall be deemed to have been sent at the opening of business on the
next business day for the recipient, and (ii) notices or communications posted to an Internet or
intranet website shall be deemed received upon the deemed receipt by the intended recipient at
its e-mail address as described in the foregoing clause (i) of notification that such notice or
communication is available and identifying the website address therefor.

(c) The Borrower agrees that the Agent may make materials delivered to the Agent
pursuant to Sections 5.01(h)(i), (ii) and (iv), as well as any other written information, documents,
instruments and other material relating to the Borrower or any of its Subsidiaries and relating to
this Agreement, the Notes or the transactions contemplated hereby, or any other materials or
matters relating to this Agreement, the Notes or any of the transactions contemplated hereby
(collectively, the "Communications") available to the Lenders by posting such notices on
lntralinks or a substantially similar electronic system (the "Platform"). The Borrower
acknowledges that (i) the distribution of material through an electronic medium is not necessarily
secure and that there are confidentiality and other risks associated with such distribution, (ii) the
Platform is provided "as is" and "as available" and (iii) neither the Agent nor any of its Affiliates
warrants the accuracy, adequacy or completeness of the Communications or the Platform and
each expressly disclaims liability for errors or omissions in the Communications or the Platform.
No warranty of any kind, express, implied or statutory, including, without limitation, any
warranty of merchantability, fitness for a particular purpose, non-infringement of third party
rights or freedom from viruses or other code defects, is made by the Agent or any of its Affiliates
in connection with the Platform.

(d) Each Lender agrees that notice to it (as provided in the next sentence) (a
"Notice") specifying that any Communications have been posted to the Platform shall constitute
effective delivery of such infonnation, documents or other materials to such Lender for purposes
of this Agreement;provided that if requested by any Lender the Agent shall deliver a copy of the
Communications to such Lender by e-mail, facsimile or mail. Each Lender agrees (i) to notify
the Agent in writing of such Lender's e-mail address to which a Notice may be sent by electronic
transmission (including by electronic communication) on or before the date such Lender
becomes a party to this Agreement (and from time to time thereafter to ensure that the Agent has
on record an effective e-mail address for such Lender) and (ii) that ally Notice may be sent to
such e-mail address.

(e) The Borrower hereby acknowledges that certain of the Lenders may be "public-
side" Lenders (i.e., Lenders that do not wish to receive material non-public information with
respect to the Borrower or its securities) (each, a "Public Lender"). The Borrower hereby agrees
that (w) all Communications that are to be made available to Public Lenders shall be clearly and
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conspicuously marked "PUBLIC" which shall mean that the word "PUBLIC" shall appear
prominently on the first page thereof; (x) by marking Communications "PUBLlC," the Borrower
shall be deemed to have authorized the Agent, the Arranger and the Lenders to treat such
Communications as not containing any material non-public information with respect to the

J3orroweror its securities for purp@esofTUnnedfStates federalaridrstate securities-laws (y)failT ii;
Communications marked "PUBLIC" are permitted to be made available through a portion of the
Platform designated as "Public Investor;" and (z) the Agent and the Arranger shall be entitled to
treat any Communications that are not marked "PUBLIC" as being suitable only for posting on a
portion of the Platform not marked as "Public Investor." Notwithstanding the foregoing, the
Borrower shall be under no obligat ion to mark any Communicat ions "PUBLIC"
Notwithstanding anything to the contrary herein, the Borrower need not provide to any Public
Lender any information, notice, or other document hereunder that is not public information,
including without limitation, the Notice of Borrowing and any notice of Default.

Section 8.03 No Waiver, Cumulative Remedies, Enforcement. No failure by any
Lender, any Issuing Bank or the Agent to exercise, and no delay by any such Person in
exercising, any right, remedy, power or privilege hereunder shall operate as a waiver thereof, nor
shall any single or partial exercise of any right, remedy, power or privilege hereunder preclude
any other or further exercise thereof or the exercise of any other right, remedy, power or
privilege. The rights, remedies, powers and privileges herein provided are cumulative and not
exclusive of any rights, remedies, powers and privileges provided by Law.

Notwidistanding anything to the contrary contained herein or in any other Loan
Document, the authority to enforce rights and remedies hereunder and under the other Loan
Documents against the Borrower shall be vested exclusively in, and all actions and proceedings
at Law in connection with such enforcement shall be instituted and maintained exclusively by,
the Agent in accordance with Article VI for the benefit of all the Lenders and the Issuing Banks,
provided, however, that the foregoing shall not prohibit (a) the Agent from exercising on its own
behalf the rights and remedies that inure to its benefit (solely in its capacity as Agent) hereunder
and under the other Loan Documents, (b) any Issuing Bank from exercising the rights and
remedies that inure to its benefit (solely in its capacity as an Issuing Bank) hereunder and under
the other Loan Documents, (c) any Lender from exercising setoff rights in accordance with
Section 8.05 (subject to the terms of Section 2.l5), or (d) any Lender from filing proofs of claim
or appearing and filing pleadings on its own behalf during the pendency of a proceeding relative
to the Borrower under any Debtor Relief Law, and provided, further, that if at any time there is
no Person acting as Agent hereunder and under the other Loan Documents, then (i) the Required
Lenders shall have the rights otherwise ascribed to the Agent pursuant to Article VI and (ii) in
addition to the matters set forth in clauses (b), (c) and (d) of the preceding proviso and subject to
Section 2.15, any Lender may, with the consent of the Required Lenders, enforce any rights and
remedies available to it and as authorized by the Required Lenders .

Section 8.04 Costs and Expenses. Indemnity, Damage Waiver.

(a) The Borrower agrees to pay on demand all costs and expenses of the Agent in
connection with the administration, modification and amendment of this Agreement, the Notes
and the other Loan Documents to be delivered hereunder, including, without limitation, the
reasonable fees and expenses of counsel for the Agent with respect thereto and with respect to
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advising the Agent as to its rights and responsibilities under this Agreement. The Borrower
further agrees to pay on demand all costs and expenses of the Agent and the Lenders, if any
(including, without limitation, reasonable counsel fees and expenses), in connection with the
enforcement (whether through negotiations, legal proceedings or otherwise) of this Agreement,

1ith£jsI§l;es ani1he other LoanDoeuments tobexlelivered hereunderinclndIng wrtliou
limitation, reasonable fees and expenses of counsel for the Agent and each Lender in connection
with the enforcement of rights under this Section 8.04(a) .

I

(b) The Borrower agrees to indemnify and hold harmless the Agent (and any sub-
agent thereof), each Lender, and each Related Party of any of the foregoing (each, ,an
"Indemnified Partv") from and against any and all claims, damages, losses, liabilities and
expenses (including, without limitation, reasonable fees and expenses of counsel) incurred by or
asserted or awarded against any Indemnified Party, in each case arising out of or in connection
with or by reason of (including, without limitation, in connection with any investigation,
litigation or proceeding or preparation of a defense in connection therewith, whether based on
contract, tort or any other theory,) (i) the Notes, this Agreement, any of the transactions
contemplated herein or the actual or proposed use of the proceeds of any Advance or letter of
Credit (including any refusal by any Issuing Bank to honor a demand for payment under a Letter
of Credit if the documents presented in connection with such demand do not strictly comply with
the terms of such Letter of Credit), or (ii) the actual or alleged presence of Hazardous Materials
on any property of the Borrower or any of its Subsidiaries or any Environmental Action relating
in any way to the Borrower or any of its Subsidiaries, provided that such indemnity shall not, as
to any Indemnified Party, be available to the extent (a) such fees and expenses are expressly
stated M this Agreement to be payable by the Indemnified Party, included expenses payable
under Section 2.14, Section 5.01(e) and Section 8.07(b) or (b) such claim, damage, loss, liability
or expense is found in a final, non-appealable judgment by a court of competent jurisdiction to
have resulted from such Indemnified Party's gross negligence, willful misconduct or material
breach of its obligations under this Agreement, in which case any fees and expenses previously
paid or advanced by the Borrower to such Indemnified Party in respect of such indemnified
obligation will be returned by such Indemnified Party. In the case of an investigation, litigation
or other proceeding to which the indemnity in this Section 8.04(b) applies, such indemnity shall
be effective whether or not such investigation, litigation or proceeding is brought by the
Borrower, its directors, equityholders or creditors or an Indemnified Party or any other Person,
whether or not any Indemnified Party is otherwise a party thereto, and whether or not the
transactions contemplated hereby are consummated, provided dirt if the Borrower and such
Indemnified Party are adverse parties in any such litigation or proceeding, and the Borrower
prevails in a final, non-appealable judgment by a court of competent jurisdiction, any fees or
expenses previously paid or advanced by the Borrower to such Indemnified Party pursuant to this
Section 8.04(b) will be returned by such Indemnified Party.

(c) To the extent that the Borrower for any reason fails to indefeasibly pay any
amount required under subsection (a) or (b) of this Section to be paid by it to the Agent (or any
sub-agent thereof), any Issuing Bank or any Related Party of any of the foregoing (and without
limiting its obligation to do so), each Lender severally agrees to pay to the Agent (or any such
sub-agent), such Issuing Bank or such Related Party, as the casemay be, such Lender's Ratable
Share (determined as of the time that the applicable unreimbursed expense or indemnity payment
is sought) of such unpaid amount, provided that the unreimbursed expense or indemnified loss,
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claim, damage, liability or related expense, as the case may be, was incurred by or asserted
against the Agent (or any such sub-agent) or such Issuing Bank in its capacity as such, or against
any Related Party of any of the foregoing acting for due Agent (or any such sub-agent) or such
Issuing Bank in connection with such capacity.

(d) Each party hereto also agrees not to assert any claim for special, indirect,
consequential or punitive damages against the other parties hereto, or any Related Person any
party hereto, on any theory of liability, arising out of or otherwise relating to the Notes, this
Agreement, any of the transactions contemplated herein or the actual or proposed use of the
proceeds of the Advances or the Letters of Credit. No Indemnified Party shall be liable for any
damages arising from the use by unintended recipients of any information or other materials
distributed by it through telecommunications, electronic or other information transmission
systems (including Intralinks, SyndTrak or similar systems) in connection with this Agreement
or the other Loan Documents, provided that such indemnity shall not, as to any Indemnified
Party, be available to the extent such damages are found in a final, non-appealable judgment by a
court of competent jurisdiction to have resulted from such Indemnified Party's gross negligence
or willful misconduct. 2

a(e) If any payment of principal of, or Conversion of, any Eurodollar Rate Advance is
made by the Borrower to or for the account of a Lender other than on the last day of the Interest
Period for such Advance, as a result of a payment or Conversion pursuant to Section 2.08(d) or
(e), 2.10 or 2. 12, acceleration of the maturity of the Advances pursuant to Section 6.01 or for any
other reason, or by an Eligible Assignee to a Lender other than on the last day of the Interest
Period for such Advance upon an assignment of rights and obligations under this Agreement
pursuant to Section 8.07 as a result of a demand by the Borrower pursuant to Section 8.07(a), the
Borrower shall, upon demand by such Lender (with a copy of such demand to the Agent), pay to
the Agent for the account of such Lender any amounts required to compensate such Lender for
any additional losses, costs or expenses that it may reasonably incur as a result of such payment
or Conversion, including, without limitation, any loss (excluding loss of anticipated profits), cost
or expense incurred by reason of the liquidation or reemployment of deposits or other funds
acquired by any Lender to fund or maintain such Advance.

r

(f ) Without prejudice to the survival of any other agreement of the Borrower
hereunder, the agreements and obligations of the Borrower contained in Sections 2.11, 2.14 and
8.04 shall survive the payment in full of principal, interest and all other amounts payable
hereunder and under the Notes.

Section 8.05 Right of Set-off. Upon (i) the occurrence and during the continuance of
any Event of Default and (ii) the making of the request or the granting of the consent specified
by Section 6.01 to authorize the Agent to declare the Advances due and payable pursuant to the
provisions of Section 6.01, each Lender, each Issuing Bank and each of their respective
Affiliates is hereby authorized at any time and from time to time, to the fullest extent permitted
by Law, to set off and apply any and all deposits (general or special, time or demand, provisional
or final) at any time held and other indebtedness at any time owing by such Lender, such Issuing
Bank or any such Affiliate to or for the credit or the account of the Borrower against any and all
of the obligations of the Borrower now or hereafter existing under this Agreement or any other
Loan Document to such Lender or Issuing Bank, whether or not such Lender or Issuing Bank
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shall have made any demand under this Agreement or such Note and although such obligations
may be contingent or unmarred or are owed to a branch or office of such Lender or such Issuing
Bank different from the branch or office holding such deposit or obligated on such indebtedness.
Each Lender and each Issuing Bank agrees promptly to notify the Borrower after any such set-
off andapplication, provided Mar the failure to give suchnoticeshMl not affect the validity of
such set-off and application. The rights of each Lender and each Issuing Bank under this Section
are in addition to other rights and remedies (including, without limitation, other rights of set-off)
that such Lender may have.

Section 8.06 Binding Effect. Except as provided in Section 3.01, this Agreement shall
become effective when it shall have been executed by the Borrower and the Agent and when the
Agent shall have been notified by each Initial Lender that such Initial Lender has executed it and
thereafter shall be binding upon and inure to the benefit of the Borrower, the Agent and each
Lender and their respective successors and assigns, except that the Borrower shall not have the
right to assign its rights hereunder or any interest herein without the prior written consent of the
Lenders.

Section 8.07 Successors and Assigns.

(a) The provisions of this Agreement shall be binding upon and inure to the benefit of
the parties hereto and their respective successors and assigns permitted hereby, except that the
Borrower may not assign or otherwise transfer any of its rights or obligations hereunder without
the prior written consent of the Agent and each Lender (and any purported assignment or transfer
without such consent shall be null and void) and no Lender may assign or otherwise transfer any
of its rights or obligations hereunder except (i) to an assignee in accordance with the provisions
of subsection (b) of this Section, (ii) by way of participation in accordance with the provisions of
subsection (d) of this Section, or (ii i) by way of pledge or assignment of a security interest
subject to the restrictions of subsection (f) of this Section. Nothing in this Agreement, expressed
or implied, shall be construed to confer upon any Person (other than the parties hereto, their
respective successors and assigns permitted hereby, Participants to the extent provided in
subsection (d) of this Section and, to the extent expressly contemplated hereby, the Related
Parties of each of the Agent, the Issuing Banks and the Lenders) any legal or equitable right,
remedy or claim under or by reason of this Agreement.

(b) Any Lender may at any time assign to one or more assignees all or a portion of its
rights and obligations under this Agreement (including all or a portion of its Revolving Credit
Commitment and the Advances (including for purposes of this subsection (b), participations in
L/C Obligations) at the time owing to it); provided that any such assignment shall be subject to
the following conditions:

(i) Minimum Amounts.

(A) in the case of an assignment of the entire remaining amount of the
assigning Lender's Revolving Credit Commitment and the Advances at the time
owing tO it or in the case of an assignment to a Lender, no minimum amount need
be assigned, and
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(B) in any case not described in subsection (b)(i)(A) of this Section,
the aggregate amount of the Revolving Credit Commitment (which for this
purpose includes Advances outstanding thereunder) or, if the Revolving Credit
Commitment is not then in effect, the principal outstanding balance of the
Advances of the assigning Lender subject to each such assignment, determined as
of the date the Assignment and Assumption with respect to which such
assignment is delivered to the Agent or, if "Trade Date" is specified in the
Assignment and Assumption, as of the Trade Date, shall not be less than
$5,000,000 unless each of the Agent and, so long as no Event of Default has
occurred and is continuing, the Borrower otherwise consents (each such consent
not to be unreasonably withheld or delayed).

(ii) Proportionate Amounts. Each partial assignment shall be made as an
assignment of a proportionate part of all the assigning Lender's rights and obligations
under this Agreement with respect to the Advances, L/C Obligations or the Revolving
Credit Commitment assigned, and each such assignment shall be of a constant, and not a
varying, percentage of all rights and obligations under this Agreement,

(iii) Required Consents. No consent shall be required for any assignment
except to the extent required by subsection (b)(i)(B) of this Section and, in addition:

(A) the consent of the Borrower (such consent not to be unreasonably
withheld or delayed) shall be required unless (1) an Event of Default has occurred
and is continuing at the time of such assignment or (2) such assignment is to a
Lender, an Affiliate of a Lender or an Approved Fund,

(B) the consent of the Agent (such consent not to be unreasonably
withheld or delayed) shall be required if such assignment is to a Person that is not
a Lender, an Affiliate of such Lender or an Approved Fund with respect to such
Lender,

(C) the consent of each Issuing Bank (such consent not to be
unreasonably withheld or delayed) shall be required for any assignment that
increases the obligation of the assignee to participate in exposure under one or
more Letters of Credit (whether or not then outstanding),.

(iv) Assignment and Assumption. The parties to each assignment shall
execute and deliver to the Agent an Assignment and Assumption, together with a
processing and recordation fee in the amount of $3,500,provided, however, that no such
fee shall be payable in the case of an assignment made at the request of the Borrower to
an existing Lender. The assignee, if it is not a Lender, shall deliver to the Agent an
Administrative Questionnaire.

(v) No Assignment to Borrower. No such assignment shall be made to the
Borrower or any of the Borrower's Affiliates or Subsidiaries. e

(vi) No Assignment to Natural Persons. No such assignment shall be made to
a natural person.
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Subject to acceptance and recording thereof by the Agent pursuant to subsection (c) of
this Section and notice thereof to the Borrower, from and after the effective date specified in
each Assignment and Assumption, the assignee thereunder shall be a party to this Agreement
and, to the extent of the interest assigned by such Assignment and Assumption, have the rights
and obligations of a Lender under this Agreement, and the assigning Lender thereunder shall, to
the extent of the interest assigned by such Assignment and Assumption, be released from its
obligations under this Agreement (and, in the case of an Assignment and Assumption covering
all of the assigning Lender's rights and obligations under this Agreement, such Lender shall
cease to be a party hereto) but shall continue to be entitled to the benefits of Sections 2.11, 2.14
arid 8.04 with respect to facts and circumstances occurring prior to the effective date of such
assignment. Upon request, the Borrower (at its expense) shall execute and deliver a Note to the
assignee Lender. Any assignment or transfer by a Lender of rights or obligations under this
Agreement that does not comply with this subsection shall be treated for purposes of this
Agreement as a sale by such Lender of a participation in such rights and obligations in
accordance with. subsection (d) of this Section.

(c) Register. The Agent shall maintain at the Agent's Office a copy of each
Assignment and Assumption delivered to it and a register for the recordation of the names and
addresses of the Lenders, and the Revolving Credit Commitments of, and principal amounts of
the Advances and L/C Obligations owing to, each Lender pursuant to the terms hereof from time
to time (the "Register"). The entries in the Register shall be conclusive, absent manifest error,
and the Borrower, the Agent and the Lenders may treat each Person whose name is recorded in
the Register pursuant to the terms hereof as a Lender hereunder for all purposes of this
Agreement, notwithstanding notice to the contrary. The Register shall be available for
inspection by the Borrower and any Lender, at any reasonable time and from time to time upon
reasonable prior notice.

(d) Participations. Any Lender may at any time, without the consent of, or notice to,
the Borrower or the Agent, sell participations to any Person (other than a natural person or the
Borrower or any of the Borrower's Affiliates or Subsidiaries) (each, a "Participant") in all or a
portion of such Lender's rights and/or obligations under this Agreement (including all or a
portion of its Revolving Credit Commitment and/or the Advances (including such Lender's
participations in UC Obligations) owing to it), provided that (i) such Lender's obligations under
this Agreement shall remain unchanged, (ii) such Lender shall remain solely responsible to the
other parties hereto for the performance of such obligations, (iii) the Borrower, the Agent, the
Lenders and the Issuing Banks shall continue to deal solely and directly with such Lender in
connection with such Lender's rights and obligations under this Agreement and (iv) no
participant under any such participation shall have any right to approve any amendment or
waiver of any provision of this Agreement or any Note, or any consent to any departure by the
Borrower therefrom, except to the extent that such amendment, waiver or consent would reduce
the principal of, or interest on, any Obligations or any fees or other amounts payable hereunder,
in each case to the extent subject to such participation, or postpone any date fixed for any
payment of principal of, or interest on, any Obligations or any fees or other amounts payable
hereunder, in each case to the extent subj et to such participation.

Any agreement or instrument pursuant to which a Lender sells such a participation shall
provide that such Lender shall retain the sole right to enforce this Agreement and to approve any
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amendment, modification or waiver of any provision of this Agreement, provided that such
agreement or instrument may provide that such Lender will not, without the consent of the
Participant, agree to any amendment, waiver or other modification addressing the matters set
forth in clause (iv) above to the extent subject to such participation. Subject to subsection (e) of
this Section, the Borrower agrees that each Participant shall be entitled to the benefits of Sections
2.11, 2.14 and 8.04(e) to the same extent as if it were a Lender and had acquired its interest by
assignment pursuant to subsection (b) of this Section. To the extent permitted by Law, each
Participant also shall be entitled to the benefits of Section 8.05 as though it were a Lender,
providedsuch Participant agrees to be subject to Section 2.15 as though it were a Lender.

(e) Limitations upon Participant Rights. A Participant shall not be entitled to receive
any greater payment under Section 2.11 or 2.14 than the applicable Lender would have been
entitled to receive with respect to the participation sold to such Participant, unless the sale of the
participation to such Participant is made with the Borrower's prior written consent. A
Participant that would be a Foreign Lender if it were a Lender shall not be entitled to the benefits
of Section 2.14 unless the Borrower is notified of the participation sold to such Participant and
such Participant agrees, for the benefit of the Borrower, to comply with Section 2.14(e) as
though it were a Lender.

¢

(f) Certain Pledges. Any Lender may at any time pledge or assign a security interest
in all or any portion of its rights under this Agreement (including under its Note, if any) to secure
obligations of such Lender, including any pledge or assignment to secure obligations to a Federal
Reserve Bank;provided that no such pledge or assignment shall release such Lender from any of
its obligations hereunder or substitute any such pledged or assignee for such Lender as a party
hereto.

(g) Resignation as an Issuing Bank after Assignment. Notwithstanding anything to
the contrary contained herein, if at any time any Issuing Bank assigns all of its Revolving Credit
Commitment and Advances pursuant to subsection (b) above, such Issuing Bank may, upon 30
days' notice to the Borrower and the Lenders, resign as an Issuing Bank. If any Issuing Bank
resigns, it shall retain all the rights, powers, privileges and duties of an Issuing Bank hereunder
with respect to all Letters of Credit Outstanding as of the effective date of its resignation as an
Issuing Bank and all L/C Obligations with respect thereto (including the right to require the
Lenders to make Base Rate Advances or fund risk participations in Unreimbursed Amounts
pursuant to Section 2.03(c)).

(h) The words "execution," "signed," "signature," and words of like import in any
Assignment and Assumption shall be deemed to include electronic signatures or the keeping of
records in electronic font, each of which shall be of the same legal effect, validity or
enforceability as a manually executed signature or the use of a paper-based recordkeeping
system, as the case may be, to the extent and as provided for in any applicable Law, including
the Federal Electronic Signatures in Global and National Commerce Act, the New York State
Eiectronic Signatures and Records Act, or any odder similar state Laws based on the Uniform
Electronic Transactions Act.

Section 8.08 Confidentiality. Neither the Agent nor any Lender may disclose to any
Person any confidential, proprietary or non-public information of the Borrower furnished to the

C-I l62978v8 21312,0001 l 73

Page 286 of 509



Agent or the Lenders by the Borrower (such information being referred to collectively herein as
the "Borrower Information"), except that each of the Agent and each of the Lenders may disclose
Borrower Information (i) to its and its affiliates' employees, officers, directors, agents and
advisors having a need to know in connection with this Agreement (it being understood that the
Persons to whom such disclosure is made will be informed of die confidential nature of such
Borrower Information and instructed to keep such Borrower Information confidential on
substantially the same terms as provided herein), (ii) to the extent requested by any regulatory
authority, (iii) to the extent required by applicable Laws or regulations or by any subpoena or
similar legal process, (iv) to any other party to this Agreement, (v) in connection with the
exercise of any remedies hereunder or any suit, action or proceeding relating to this Agreement
or the enforcement of rights hereunder, (vi) subject to an agreement containing provisions
substantially the same as those of this Section 8.08, to any assignee or participant or prospective
assignee or participant, (vii) to the extent such Borrower Information (A) is or becomes generally
available to the public on a non-coxNidential basis other than as a result of a breach of this
Section 8.08 by the Agent or such Lender or their Related Parties, or (B) is or becomes available
to the Agent or such Lender on a no confidential basis from a source other than the Borrower
(provided that the source of such information was not known by the recipient after inquiry to be
bound by a confidentiality agreement with or other contractual, legal or fiduciary obligation of
confidentiality to the Borrower or any other Person with respect to such information) and (viii)
with the consent of the Borrower. The obligations under this Section 8.08 shall survive for two
calendar years after the date of the termination of this Agreement.

Section 8.09 Governing Law. This Agreement and the Notes shall be governed by, and
construed in accordance with, the Laws of the State of New York (including Sections 5-1401 and
5-1402 of  the General  Obl igat ions Law but otherwise wi thout regard to conf l ict  of  law
principles).

Section 8.10 Counterparts. Integration; Effectiveness. This Agreement  may be
executed in counterparts (and by different panties hereto in different counterparts), each of which
shall constitute an original, but al l  of  which when taken together shall constitute a single
contract. This Agreement and the other Loan Documents constitute the entire contract among
the parties relating to the subject matter hereof and supersede any and all previous agreements
and understandings, oral or written, relating to the subject matter hereof. Except as provided in
Section 3.01, this Agreement shall become effective when it shall have been executed by the
Agent and when the Agent shall have received counterparts hereof that, when taken together,
bear the signatures of each of the other parties hereto. Delivery of an executed counterpart of a
signature page of  this Agreement by telecom or other electronic imaging means shall be
effective as delivery of a manually executed counterpart of this Agreement.

Section 8.11 Jurisdiction. Etc.

(a) Each of the parties hereto hereby submits to the non-exclusive jurisdiction of aNy
New York State court or federal court of the United States of America sitting in New York City,
and any appellate court from any thereof, in any action or proceeding arising out of or relating to
this Agreement or the other Loan Documents, or for recognition or enforcement of any
judgment, and each of the parties hereto hereby agrees that all claims in respect of any such
action or proceeding may be heard and determined in any such New York State court or, to the
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extent permitted by Law, in such federal court. Nothing in this Agreement shall affect any right
that any party may otherwise have to bring any action or proceeding relating to this Agreement
or the Notes in the courts of any jurisdiction.

(b) Each of the parties hereto irrevocably and unconditionally waives, to the fullest
extent it may legally and effectively do so, any objection that it may now or hereafter have to the
laying of venue of any suit, action or proceeding arising out of or relating to this Agreement or
the Notes in any New York State or federal court. Each of the parties hereto hereby irrevocably
waives, to the fullest extent permitted by Law, the defense of an inconvenient forum to the
maintenance of such action or proceeding in any such court.

Section 8.12 Payments Set Aside. To the extent that any payment by or on behalf of
the Borrower is made to the Agent, any Issuing Bank or any Lender, or the Agent, any Issuing
Bank or any Lender exercises its right of setoff, and such payment or the proceeds of such setoff
or any part thereof is subsequently invalidated, declared to be fraudulent or preferential, set aside
or required (including pursuant to any settlement entered into by the Agent, such Issuing BaM or
such Lender in its discretion) to be repaid to a trustee, receiver or any other party, in connection
with any proceeding under any Debtor Relief Law or otherwise, then (a) to the extent of such
recovery, the obligation or part thereof originally intended to be satisfied shall be revived and
continued in full force and effect as if such payment had not been made or such setoff had not
occurred, and (b) each Lender and each Issuing Bank severally agrees to pay to the Agent upon
demand its applicable share (without duplication) of any amount so recovered from or repaid by
the Agent, plus interest thereon from the date of such demand to the date such payment is made
at a rate per annum equal to the Federal Funds Rate from time to time in effect. The obligations
of the Lenders and the Issuing Banks under clause (b) of the preceding sentence shall survive the
payment in full of the Obligations and the termination of this Agreement.

Section 8. 13 Patriot Act. Each Lender hereby notifies the Borrower that pursuant to the
requirements of the USA Patriot Act (Title III of Pub. L. 107-56 (signed into law October 26,
2001)) (the "Act"), it is required to obtain, verify and record information that identifies each
borrower, guarantor or grantor (the "Loan Parties"), which information includes the name and
address of each Loan Party and other information that will allow such Lender to identify such
Loan Party in accordance with the Act. The Borrower shall provide, to the extent commercially
reasonable, such information and take such actions as are reasonably requested by the Agent or
any Lender in order to assist the Agent and such Lender in maintaining compliance with the Act.

Section 8.14 Waiver of Jury Trial. EACH OF THE BORROWER, THE AGENT AND
THE LENDERS HEREBY IRREVOCABLY WAIVES ALL RIGHT To TRIAL BY JURY IN
ANY ACTION, PROCEEDING OR COUNTERCLAIM (WHETHER BASED ON
CONTRACT, TORT OR OTHERWISE) ARISING OUT OF OR RELATING To THIS
AGREEMENT, THE NOTES OR ANY OTHER LOAN DOCUMENT OR THE ACTIONS OF
THE BORROW ER,  THE AGENT OR ANY LENDER IN THE NEGOTIATION,
ADMINISTRATION, PERFORMANCE OR ENFORCEMENT THEREOF.

Section 8.15 No Advisor or Fiduciarv Responsibility. In connection with all aspects
of each transaction contemplated hereby, the Borrower acknowledges and agrees that: (i) the
credit facilities provided for hereunder and any related arranging or other services in connection
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therewith (including in connection with any amendment, waiver or other modification hereof or
of any other Loan Document) are an arm's-length commercial transaction between the Borrower,
on the one hand, and the Agent, each of the Lenders and each of the Arrangers, on the other
hand, and the Borrower is capable of evaluating and understanding and understands and accepts
the terms, risks and conditions of the transactions contemplated hereby and by the other Loan
Documents (including any amendment, waiver or other modification hereof or thereof); (ii) in
connection with the process leading to such transaction, each of the Agent, the Lenders and the
Arrangers is and has been acting solely as a principal and is not the financial advisor, agent or
fiduciary, for the Borrower or any of its Affiliates, stockholders, creditors or employees or any
other Person, (iii) neither the Agent nor any Lender or Arranger has assumed or will assume an
advisory, agency or fiduciary responsibility in favor of the Borrower with respect to any of the
transactions contemplated hereby or the process leading thereto, including with respect to any
amendment, waiver or other modification hereof or of any other Loan Document (irrespective of
whether the Agent or any Lender or Arranger has advised or is currently advising the Borrower
or any of its Affiliates on other matters) and neither the Agent nor any Lender or Arranger has
any obligation to the Borrower with respect to the transactions contemplated hereby except those
obligations expressly set forth herein and in the other Loan Documents, (iv) the Agent, each of
the Lenders and the Arrangers and their respective Affiliates may be engaged in a broad range
of transactions that involve interests that differ from those of the Borrower and its Affiliates, and
neither the Agent nor any Lender or Arranger has any obligation to disclose any of such interests
by virtue of any advisory, agency or fiduciary relationship, and (v) the Agent and each Lender
and Arranger have not provided and will not provide any legal, accounting, regulatory or tax
advice with respect to any of the transactions contemplated hereby (including any amendment,
waiver or other modification hereof or of any other Loan Document) and the Borrower has
consulted its own legal, accounting, regulatory and tax advisors to the extent it has deemed
appropriate. The Borrower hereby waives and releases, to the fullest extent permitted by Law,
any claims that it may have against the Agent and each Lender and Arranger with respect to any
breach or alleged breach of agency or fiduciary duty in connection with the Loan Documents .

. Section 8.16 Survival of Representations and Warranties. All representations and
warranties made hereunder and in any other Loan Document or other document delivered
pursuant hereto or thereto or in connection herewith or therewith shall survive the execution and
delivery hereof and thereof. Such representations and warranties have been or will be relied
upon by the Agent and each Lender, regardless of any investigation made by the Agent or any
Lender or on their behalf, and shall continue in full force and effect as long as any Advance or
any other Obligation hereunder shall remain unpaid or unsatisfied or any Letter of Credit shall
remain outstanding.

Section 8.17 Severabilitv. If any provision of this Agreement or the other Loan
Documents is held to be illegal, invalid or unenforceable, (a) the legality, validity and
enforceability of the remaining provisions of this Agreement and the other Loan Documents
shall not be affected or impaired thereby and (b) the parties shall endeavor in good faith
negotiations to replace the illegal, invalid or unenforceable provisions with valid provisions the
economic effect of which comes as close as possible to that of the illegal, invalid or
unenforceable provisions. The invalidity of a provision in a particular jurisdiction shall not
invalidate or render unenforceable such provision in any other jurisdiction.
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed
by their respective officers thereunto duly authorized, as of the date first above written.

ARIZONA PUBLIC SERVICE COMPANY

By

Name:
Title:
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ADMINISTRATIVE AGENT: WELLS FARGO BANK, NATIONAL
ASSOCIATION, as Agent, Issuing Bank and
Lender

By

Name:
Title:
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LENDERS :

By

[Lender]

Name:
Title:

.
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SCHEDULE 1.01
C0rV1MITMENTS AND RATABLE SHARES

Bank

Wells Fargo Bank, National Association
Bank of America, N.A.
Barclays Bank PLC
Credit Suisse AG, Cayman Islands Branch
Deutsche Bank AG New York Branch
Goldman Sachs Bank USA
KeyBank National Association
Mizuho Corporate Bank, Ltd.
The Bank of Nova Scotia
SunTrust Bank
The Royal Bank of Scotland plc
U.S. Bank National Association
UBS AG, Stamford Branch
Union Bank, N.A.
Citibank, n.A.
JPMorgan Chase Bank, N.A.
Morgan Stanley Bank, N.A.
National Bank of Arizona
The Bank of New York Mellon
Bank of Communications Co., Ltd., New York Branch
Bank of Taiwan, Los Angeles Branch
CIBC Inc.
First Commercial Bank, New York Agency
Sumitomo Mitsui Banking Corp., New York
Taiwan Business Bank
Taiwan Cooperative Bank, Los Angeles Branch
The Bank of East Asia, Limited, Los Angeles Branch
The Northern Trust Company
UMB Bank Arizona, N.A.
TOTAL

Revolving Credit
Commitment

$25,000,000.00
$25 ,000 ,000 .00
$25,000,000.00
$25 ,000 ,000 .00
$19,285,714.29
$19,285,714.29
$19,285,714.29
$19 ,285 ,714 .29
$19,285,714.29
$19 ,285 ,714 .29
$19,285,714,29
$19,285,714.29
$19,285,714.29
$19,285,714.29
$16,428,571.42
$16,428,571.42
$ l6 , 4 2 8 , 5 7 1 . 4 2
$16,428,571.42
$16 ,428 ,571 .42
$12,500,000.00
$12 ,500 ,000 .00
$12 ,500 ,000 .00
$12 ,500 ,000 .00
$12 ,500 ,000 .00
$1z ,500 ,000 .00
$12 ,500 ,000 .00
$12 ,500 ,000 .00
$12,500,000.00
$12,500,000.00

$500,000,000.00

Ratable Share
5 .0 0 0 0 0 0 0 0 0 %
5 .0 0 0 0 0 0 0 0 0 %
5 .0 0 0 0 0 0 0 0 0 %
5 .0 0 0 0 0 0 0 0 0 %
3 .8 5 7 1 4 2 8 5 8 %
3 .8 5 7 1 4 2 8 5 8 %
3 .8 5 7 1 4 2 8 5 8 %
3 .8 5 7 1 4 2 8 5 8 %
3 .857142858%
3 .8 5 7 1 4 2 8 5 8 %
3 .857142858%
3 .8 5 7 1 4 2 8 5 8 %
3 .8 5 7 1 4 2 8 5 8 %
3 .8 5 7 1 4 2 8 5 8 %
3 .285714284%
3 .2 8 5 7 1 4 2 8 4 %
3.285 '714284%
3 .285714284%
3 .285714284%
2 .500000000%
2 .500000000%
2 .500000000%
2 .500000000%
2 .500000000%
2 .500000000%
2 .500000000%
2 .500000000%
2 .500000000%
2 .500000000%
100 .000000000%

4
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SCHEDULE 4.01(j)
SUBSID1AR1ES'

APS Foundation, Inc.
Bianco, Inc.
Axiom Power Solutions, Inc.
PWE New co, Inc.

x The Borrower's three nuclear decommissioning trusts relating to the Palo Verde plant may also
be deemed to be subsidiaries under a literal reading of the definition.
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SCHEDULE 4.01(k)
EXISTING INDEBTEDNESS

None.
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SCHEDULE 8.02
CERTAIN ADDRESSES FOR NOTICES

BORROWER:

Arizona Public Service Company
400 North 5th Street
Mail Station 9036
Phoenix, AZ 85004
Attention: Treasurer
Telephone: (602)250-3800
Telecopier: (602)250-3303
Electronic james.hatfield@pinnac1ewest.com

AGENT :

Agent's Uffice
(for payments and Requests for Credit Extensions):

Wells Fargo Bank, National Association
201 Third Street, 8th Floor
San Francisco, CA 94103
Attention: Agency Syndications Group
Telephone: (415)477-5390
Telecopy: (415)512-9408

Agent's Account/WellsFargo AgencyServiceWiring Information
Wells Fargo Bank
San Francisco, CA
ABA 121000248
Account Number: 01980 50720
Account Name: Denver Agency WIP
Ref: Arizona Public Service

Other Notices as Agent:

Wells Fargo Bank, National Association
Corporate Banking - Utility andPower Group
1300 SW 5th Avenue, 7th Floor
Mail Code: MAC P6101-076
Portland, OR 97201

x

Attention:
Telephone:
Telecopier:
Email:

Yarn Blindest
503-886-2215
503-886-2211
yann.blindert@wel1sfargo.com
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ISSUING BANKS:

Bank ofAmerica

Bank of America, N.A.
Trade Operations
1000 West Temple Street, 781 Floor
Mail Code: CA9-705-07-05
Los Angeles, CA 90012-1514

Attention:
Telephone:
Telecopier:
Email:

Hermann J . Schutterle
213-481 -7826
213 -580- 8441
Hermann. schutterle @ baml.com

Wells Fargo Bank, National Association

Wachovia Bank, National Association
401 Linden Street
Mail Code: MAC D4004-012
Winston-Salem, North Carolina 27101
Attention: Standby Letters of Credit
Telephone: (800)776-3862 option 2
Telecom: (336)735-0950
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EXHIBIT A FORM OF
PROMISSORY NOTE

9 200

FOR VALUE RECEIVED, the undersigned, ARIZONA PUBLIC SERVICE
COMPANY, an Arizona corporation (the "Borrower"), hereby promises to pay to the order of

or its registered assigns (the "Lender"), in accordance with the provisions of the Credit
Agreement (as hereinafter defined), the principal amount of each Advance from time to time
made by the Lender to the Borrower pursuant to the Three-Year Credit Agreement dated as of
February 12, 2010 among the Borrower, the Lender and certain other lenders parties thereto, the
Arrangers, and Wells Fargo Bank, National Association, as Agent for the Lender and such other
lenders, and the issuing banks and other agents party thereto (as amended or modified from time
to time, the "Credit Agreement", the terms defined therein being used herein as therein defined)
outstanding on such date.

The Borrower promises to pay interest on the unpaid principal amount of each Advance
from the date of such Advance until such principal amount is paid in full, at such interest rates,
and payable at such times, as are specified in the Credit Agreement.

Both principal and interest are payable in lawful money of the United States of America
to the Agent for the account of the Lender in same day funds at the address and account specified
on Schedule 8.02. Each Advance owing to the Lender by the Borrower pursuant to the Credit
Agreement, and all payments made on account of principal thereof, shall be recorded by the
Lender and, prior to any transfer hereof, endorsed on the grid attached hereto which is part of
this Promissory Note.

This Promissory Note is one of the Notes referred to in, and is entitled to the benefits of,
the Credit Agreement. The Credit Agreement, among other things, (i) provides for the making of
Advances by the Lender to the Borrower from time to time in an aggregate amount not to exceed
at any time the Lender's Unused Commitment, the indebtedness of the Borrower resulting from
each such Advance being evidenced by this Promissory Note and (ii) contains provisions for
acceleration of the maturity hereof upon the happening of certain stated events and also for
prepayments on account of principal hereof prior to the maturity hereof upon the terms and
conditions therein specified.

THIS PROMISSORY NOTE SHALL BE GOVERNED BY AND CONSTRUED IN
ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK.

ARIZONA PUBLIC SERVICE COMPANY

By:

Name:

Title:
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ADVANCES AND PAYMENTS OF PRINCIPAL

Date
Amount of
Advance

Amount of
Principal Paid

or Prepaid
Unpaid Principal

Balance
Notation
Made By
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EXHIBIT B FORM OF NOTICE OF
BORROWING

Wells Fargo Bank, National Association, as Agent
for the Lenders parties
to the Credit Agreement
referred to below

Attention: Bank Loan Syndications Department

[Date]

Ladies and Gentlemen:

The undersigned, Arizona Public Serv ice Company, refers to the Three-Year Credit
Agreement, dated as of February 12, 2010 (as amended or modif ied from time to time, the
"Credit Agreement", the terms defined therein being used herein as therein defined), among the
undersigned, certain Lenders parties thereto, the Arrangers, Wells Fargo Bank, National
Association, as Agent for said Lenders and the issuing banks and other agents party thereto, and
hereby gives you notice, irrevocably, pursuant to Section 2.02 of the Credit Agreement that the
undersigned hereby requests a Borrowing under the Credit Agreement, and in that connection
sets forth below the information relating to such Borrowing (the "Proposed Borrowing") as
required by Section 2.02(a) of the Credit Agreement:

(i)
(ii)

(iii)
[(iv)

The Business Day of the Proposed Borrowing is , 20 .
The Type of Advances comprising the Proposed Borrowing is [Base Rate
Advances] [Eurodollar Rate Advances].
The aggregate amount of the Proposed Borrowing is $ .
The initial Interest Period for each Eurodollar Rate Advance made as part of the
Proposed Borrowing is month[s].]

The undersigned hereby certifies that the following statements are true on the date hereof,
and will be the on the date of the Proposed Borrowing:

(A) the representations and warranties contained in Section 4.01 (other than Sections
4.01(k), 4.01(e)(ii) and 4.01(f)(ii)) of the Credit Agreement are correct, before and after giving
effect to the Proposed Borrowing and to the application of the proceeds therefrom, as though
made on and as of such date,

(B) no event has occurred and is continuing, or would result from such Proposed
Borrowing or from the application of the proceeds therefrom, that constitutes a Default;

(C) after giving effect to the Proposed Borrowing:

( i ) to the extent that the Proposed Borrowing is required to be treated as
short-term debt pursuant to the 2007 Order, the aggregate amount of Continuing Short-
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Term Debt (as such term is defined in the 2007 Order), including the aggregate principal
amount of all outstanding Advances that are required to be treated by the Borrower as
short-term debt pursuant to the 2007 Order, does not exceed 7% of the Borrower's total
capitalization, plus up to an additional $500 million to be used for purchases of natural
gas and power (the "$500 million Basket"),

(ii) to the extent that the Proposed Borrowing is required to be treated as short
term debt within the $500 million Basket, either (x) the Borrower has an Arizona
Corporation Commission authorized adjustor mechanism for recovery of natural gas or
power purchases, or (y) such adjustor mechanism was terminated and the Borrower will
repay the Borrowing and all other Advances under the Credit Agreement that are within
the $500 million Basket within twelve months of the date of termination, unless prior to
such date additional authority is obtained from the Arizona Corporation Commission
with respect to the Borrowing and such Advances ,

(iii) to the extent that the Proposed Borrowing is required to be treated as long-
term debt pursuant to the 2007 Order, the aggregate amount of Continuing Long-Term
Debt (as such term is def ined in the 2007 Order), including the aggregate principal
amount of all outstanding Advances that are required to be treated by the Borrower as
long-term debt pursuant to the 2007 Order, has not exceeded, during any period of more
than 30 days immediately prior to and including the date of the Borrowing, and will not
exceed, during any period of  more than 30 days at  any t ime such Borrowing is
outstanding, $4,200,000,000,

(iv ) to the extent that the Proposed Borrowing is required to be treated as
Continuing Long-Term Debt, the Borrower has a minimum common equity ratio of forty
percent and its debt service coverage ratio is equal to or greater than 2.0, in each case
calculated as provided in the 2007 Order,

(v ) to the extent that the Proposed Borrowing is required to be treated as
Continuing Long-Tem Debt, the Borrower will use the proceeds thereof to augment the
funds available from all sources to f inance its construction, resource acquisition and
maintenance programs, to redeem or retire outstanding securities, or to repay or refund
other outstanding long-term or short-term debt, and such use will not be for a purpose
that is, wholly or in part, reasonably chargeable to operating expense or to income, and

(v i) before and af ter giv ing ef fect to the Proposed Borrowing and to the
application of the proceeds therefrom, as though made on and as of such date, the
Indebtedness of the Borrower does not exceed that permitted by (i) applicable resolutions
of the Board of Directors of the Borrower or (ii) applicable Arizona Laws.

Very truly yours,

ARIZONA PUBLIC SERVICE COMPANY

By

Title:
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EXHIBIT C FORM OF
ASSIGNMENT AND ASSUMPTION

This Assignment and Assumption (the "Assignment and Assumption") is dated as of the
Effective Date set forth below and is entered into by and between [Insert name of Assignor]
(the "Assignor") and [Insert name of Assignee] (the "Assignee"). Capitalized terms used but
not defined herein shall have the meanings given to them in the Credit Agreement identified
below (as amended, the "Credit Agreement"), receipt of a copy of which is hereby acknowledged
by the Assignee. Annex l attached hereto (the "Standard Terms and Conditions") is hereby
agreed to and incorporated herein by reference and made a part of this Assignment and
Assumption as if set form herein in full.

For an agreed consideration, the Assignor hereby irrevocably sells and assigns to the
Assignee, and the Assignee hereby irrevocably purchases and assumes from the Assignor,
subject to and in accordance with the Standard Terms and Conditions and the Credit Agreement,
as of the Effective Date referred to below (i) all of the Assignor's rights and obligations in its
capacity as a Lender under the Credit Agreement and any other documents or instruments
delivered pursuant thereto to the extent related to the amount and percentage interest identified
below of all of such outstanding rights and obligations of the Assignor under the respective
facilities identified below (including without limitation any letters of credit, guarantees, and
swingline loans included in such facilities) and (ii) to the extent permitted to be assigned under
applicable Law, all claims, suits, causes of action and any other right of the Assignor (in its
capacity as a Lender) against any Person, whether known or unknown, arising under or in
connection with the Credit Agreement, any other documents or instruments delivered pursuant
thereto or the loan transactions governed thereby or in any way based on or related to any of the
foregoing, including, but not limited to, contract claims, tort claims, malpractice claims, statutory
claims and all other claims at Law or in equity related to the rights and obligations sold and
assigned pursuant to clause (i) above (the rights and obligations sold and assigned pursuant to
clauses (i) and (ii) above being referred to herein collectively as, the "Assigned Interest"). Each
such sale and assignment is without recourse to the Assignor and, except as expressly provided
in this Assignment and Assumption, without representation or warranty by the Assignor.
Assignee shall deliver (if it is not already a Lender) to the Agent an Administrative
Questionnaire.

1.

2.

Assignor:

Assignee:

[and is an Affiliate of [identify Bank]']

3.

4.

Borrower: Arizona Public Service Company

Agent: Wells Fargo Bank, National Association, as the administrative agent under the
Credit Agreement

5. Credit Agreement: The Three-Year Credit Agreement dated as of February 12, 2010,
by and among the Borrower, the Lenders party thereto, die Arrangers, the Agent and the
Issuing Banks and other agents party thereto.

6. Assigned Interest:

I Select as applicable.
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Aggregate Amount
of Commitment for

all Lenders

Amount of
Commitment

Assigned

Percentage
Assigned of

Commitments
CUSIP
Number

$ s %

1 [TO BE INSERTED BY AGENT AND WHICH SHALL BE THE
EFFECTIVE DATE OF RECORDATION OF TRANSFER IN THE REGISTER

[7. Trade Date: ]3
Effective Date : 20

THEREFOR.]
The terms set forth in this Assignment and Assumption are hereby agreed to:

ASSIGNOR
[NAME OF ASSIGNOR]

By:

Title:

ASSIGNEE
[NAME OF ASSIGNEE]

By:

Title:
[Consented to and]4 Accepted:
WELLS FARGO BANK, NATIONAL ASSOCIATION as Agent

By
Title:

2 Set forth, to at least 9 decimals, as a percentage of the Commitment of all Banks thereunder.
3 To be completed if the Assignor and the Assignee intend that the minimum assignment amount is to be determined
as of the Trade Date.
4 To be added only if the consent of the Agent is required by the terms of the Credit Agreement.
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ANNEX 1 TO ASSIGNMENT AND ASSUMPTION
STANDARD TERMS AND CONDITIONS FOR

ASSIGNMENT AND ASSUNIPTION

1. Representations and Warranties.

1.1 Assignor. The Assignor (a) represents and warrants that (i) it is the legal and
beneficial owner of the Assigned Interest, (ii) the Assigned Interest is free and clear of any lien,
encumbrance or other adverse claim and (iii) it has full power and authority, and has taken all
action necessary, to execute and deliver this Assignment and Assumption and to consummate the
transactions contemplated hereby; and (b) assumes no responsibility with respect to (i) any
statements, warranties or representations made in or in connection with the Credit Agreement or
any other Loan Document, (ii) the execution, legality, validity, enforceability, genuineness,
sufficiency or value of the Loan Documents, (iii) the financial condition of the Borrower, any of
its Subsidiaries or Affiliates or any other Person obligated in respect of any Loan Document or
(iv) the performance or observance by the Borrower of any of its obligations under any Loan
Document.

1.2 Assignee. The Assignee (a) represents and warrants that (i) it has full power and
authority, and has taken all action necessary, to execute and deliver this Assignment and
Assumption and to consummate the transactions contemplated hereby and to become a Lender
under the Credit Agreement, (ii) it meets all the requirements to be an Eligible Assignee under
Section 8.07 of the Credit Agreement (subject to such consents, if any, as may be required under
Section 8.07 of the Credit Agreement), (iii) from and after the Effective Date, it shall be bound
by the provisions of the Credit Agreement as a Lender thereunder and, to the extent of the
Assigned Interest, shall have the obligations of a Lender thereunder, (iv) it is sophisticated with
respect to decisions to acquire assets of the type represented by the Assigned Interest and either
it, or the Person exercising discretion in making its decision to acquire the Assigned Interest, is
experienced in acquiring assets of such type, (v) it has received a copy of the Credit Agreement,
and has received or has been accorded the opportunity to receive copies of the most recent
financial statements delivered pursuant to Section 4.01(e) or 5.01(h), as applicable, thereof, as
applicable, and such other documents and information as it deems appropriate to make its own
credit analysis and decision to enter into this Assignment and Assumption and to purchase the
Assigned Interest, (vi) it has, independently and without reliance upon the Agent or any other
Lender and based on such documents and information as it has deemed appropriate, made its
own credit analysis and decision to enter into this Assignment and Assumption and to purchase
the Assigned Interest, and (vi) if it is a foreign lender, attached to the Assignment and
Assumption is any documentation required to be delivered by it pursuant to the terms of the
Credit Agreement, duly completed and executed by the Assignee, and (b) agrees that (i) it will,
independently and without reliance on the Agent, the Assignor or any other Lender, and based on
such documents and information as it shall deem appropriate at the time, continue to make its
own credit decisions in taking or not taking action under the Loan Documents, and (ii) it will
perform in accordance with their terms all of the obligations which by the terms of the Loan
Documents are required to be performed by it as a Lender.

2. Pavements. From and after the Effective Date, the Agent shall make all payments
in respect of the Assigned Interest (including payments of principal, interest, fees and other
amounts) to the Assignor for amounts which have accrued to but excluding the Effective Date
and to the Assignee for amounts which have accrued from and after the Effective Date.
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3. General Provisions. This Assignment and Assumption shall be binding upon, and
inure to the benefit of, the parties hereto and their respective successors and assigns. This
Assignment and Assumption may be executed in any number of counterparts, which together
shall constitute one instrument. Delivery of an executed counterpart of a signature page of this
Assignment and Assumption by facsimile shall be effective as delivery of a manually executed
counterpart of this Assignment and Assumption. This Assignment and Assumption shall be
governed by, and construed in accordance with, the Law of the State of New York.
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Nickloy, Lee Rlz08122)

From:
Sent
To:
Subject:
Attachments:

Nickloy, Lee R(Z08122)
Tuesday, May 25, 2010 5:34 PM
'Philip.Smyth@fitchratings.com'
RE: Bank agreements...
PNW Credit_Agreement-Final. Doc

Phil,

...and attached is the PNW credit agreement

-Original Message-
From: Philip.Smyth@fitchratings.com [mai1to:philip.Smyth@fitchratings.com]
Sent: Tuesday, May 25, 2a1e 2:29 PM
To: Nickloy, Lee R(ze8122)
Subject: Bank agreements...

Lee,

Would you please send me the renegotiated bank facility documents at your
convenience.

Thanks,

Phil

Confidentiality Notice: The information contained in this e-mail and any attachment(s) is
confidential and for the use of the addressee(s) only. If you are not the intended recipient
of this e-mail, do not duplicate or redistribute it by any means. Please delete this e-mail
and any attachment(s) and notify us immediately. Unauthorized use, reliance, disclosure or
copying of the contents of this e-mail and any attachment(s), or any similar action, is
strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable
law, to retain, monitor and intercept e-mail messages both to and from its systems.

This e-mail has been scanned by the MessageLabs Email Security System.
please visit http://www.messagelabs.com/email.

For more information,

1
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Execution Version

CUSIP Number: 723485AE8

U.S. $200,000,000
THREE-YEAR CREDIT AGREEMENT

Dated as of February 12, 2010
among

PINNACLE WEST CAPITAL CORPORATION,
as Borrower,

THE LENDERS PARTY HERETO,

BANK OF AMERICA, N.A.,
GsAgent andIssuingBank,

WELLS FARGO BANK, NATIONAL ASSOCIATION,
GsCo-Syndication Agent andIssuing Bank,

BARCLAYS CAPITAL
and

CREDIT SUISSE, CAYMAN ISLANDS BRANCH,
8 Co-Syndication Agents,

BANC OF AMERICA SECURITIES LLC,
WELLS FARGO SECURITIES, LLC,

BARCLAYS CAPITAL
and

CREDIT SUISSE SECURITIES (USA) LLC
as Joint Lead Arrangers

and
BANC OF AMERICA SECURITIES LLC,

and
WELLS FARGO SECURITIES, LLC,

as Joint Book Runners
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THREE-YEAR CREDIT AGREEMENT

Dated as of February 12, 2010

PINNACLE WEST CAPITAL CORPORATION, an Arizona corporation (the
"Borrower"), the banks, financial institutions and other institutional lenders (the "Initial
Lenders") and initial issuing banks (the "Initial Issuing Banks") listed on the signature pages
hereof, Banc of America Securities LLC, Wells Fargo Securities, LLC, Barclays Capital, the
investment banking division of Barclays Bank PLC, and Credit Suisse Securities (USA) LLC, as
Joint Lead Arrangers (the "Arrangers"), Wells Fargo Bank, National Association, Barclays
Capital, the investment banking division of Barclays Bank PLC and Credit Suisse Securities
(USA) LLC, as Co-Syndication Agents and BANK OF AMERICA, N.A., as Agent for the
Lenders (as hereinafter defined), agree as follows:

The Borrower has requested that the Lenders provide a revolving credit facility for the
purposes set forth herein, and the Lenders are willing to do so on the terms and conditions set
forth herein.

In consideration of the mutual covenants and agreements herein contained, the parties
hereto covenant and agree as follows :

ARTICLE I

DEFINITIONS AND ACCOUNTING TERMS

Section 1.01 Certain Defined Terms. As used in this Agreement, the following terms
shall have the following meanings :

"Administrative Questionnaire" means an Administrative Questionnaire in a form
supplied by the Agent.

"Advance" means an advance by a Lender to the Borrower as part of a Borrowing,
including a Base Rate Advance made pursuant to Section 2.03(c), but excluding any L/C
Advance made as part of an L/C Borrowing, and refers to a Base Rate Advance or a Eurodollar
Rate Advance (each of which shall be a "Tvpe"of Advance).

"Affected Lender"means any Lender, as reasonably determined by the Agent or if the
Agent is the Affected Lender, by the Required Lenders, that (a) has defaulted in its obligation to
fund any Advance or any of its other funding obligations under this Agreement, (b) has notified
the Borrower, the Agent, any Issuing Bank or any Lender in writing of its intention not to fund
any Advance or any of its other flooding obligations under this Agreement, (c) has otherwise
failed to pay over to the Agent or any other Lender any other amount required to be paid by it
hereunder within three Business Days of the date when due, unless the subject of a good faith
dispute, (d) has failed, within three Business Days after written request by the Agent, or if the
Agent is the Affected Lender, by the Required Lenders, to confirm that it will comply with the
terms of this Agreement relating to its obligations to fund prospective Advances or (e) shall (or
whose parent company shall) generally not pay its debts as such debts become due, or shall
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admit in writing its inability to pay its debts generally, or shall make a general assignment for the
benefit of creditors, or shall have had any proceeding instituted by or against such Lender (or its
parent company) seeking to adjudicate it as bankrupt or insolvent, or seeking liquidation,
winding up, reorganization, arrangement, adjustment, protection, relief, or composition of it or
its debts under any law relating to bankruptcy, insolvency or reorganization or relief of debtors,
or seeking the entry of an order for relief or the appointment of a receiver, trustee, administrator,
assignee for the benefit of creditors or similar Person charged with reorganization or liquidation
of its business or custodian for it or for any substantial part of its property and, in the case of any
such proceeding instituted against it (but not instituted by it), either such proceeding shall remain
undismissed or unstated for a period of 30 days, or any of the actions sought in such proceeding
(including, without limitation, the entry of an order for relief against, or the appointment of a
receiver, trustee, administrator, assignee for the benefit of creditors or similar Person charged
with reorganization or liquidation of its business or custodian for, it or for any substantial part of
its property) shall occur, or shall take (or whose parent company shall take) any corporate action
to authorize any of the actions set forth above in this subsection (e), provided that a Lender shall
not be deemed to be an Affected Lender solely by virtue of the ownership or acquisition. of any
equity interest in any Lender or any Person that directly or indirectly controls such Lender by a
Governmental Authority or an instrumentality thereof

"Affiliate" means, as to any Person, any other Person that, directly or indirectly, controls,
is controlled by or is under common control with such Person or is a director or officer of such
Person. For purposes of this definition, the term "control" (including the terms "controlling",
"controlled by" and "under common control with") of a Person means die possession, direct or
indirect, of the power to direct or cause the direction of the management and policies of such
Person, whether through the ownership of Voting Stock, by contract or otherwise.

"Agent" means Bank of America in its capacity as administrative agent under any of the
Loan Documents, or any successor administrative agent.

"Agent's Account" means the account of the Agent designated on Schedule 8.02 under
the heading "Agent's Account" or such other account as the Agent may designate to the Lenders
and the Borrower from time to time.

"Agent's Office"means the Agent's address and, as appropriate, the Agent's Account, or
such other address or account as the Agent may from time to time notify to the Borrower and the
Lenders.

"Applicable Lending Office" means, with respect to each Lender, such Lender's
Domestic Lending Office in the case of a Base Rate Advance and such Lender's Eurodollar
Lending Office in the case of a Eurodollar Rate Advance.
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"Applicable Rate" means, firm time to time, the following percentages per annum
determined by reference to the Public Debt Rating as set forth below:

Public Debt Rating
S&P/Moody's Base Rate Advances

Eurodollar Rate
Advances Commitment Fee

"' . 1.500% 2.500% 0.375%

1 .750% 2.750% 0.500%

2.000% 3.000% 0.625%

2.500% 3.500% 0.750%

Level l
Z BBB+/Baal
Level 2
< Level l but Z
BBB/Baa2
LQV¢l3
< Level 2 but 2
BBB-/Baa3
Level 4
< Level 3 but Z
BB+/Bal
Level 5
< Level 4 3.000% 4.000% 1 .000%

"Approved Fund" means any Fund that is administered or managed by (a) a Lender, (b)
an Affiliate of a Lender or (c) an entity or an Affiliate of any entity that administers or manages a
Lender.

"APS" means Arizona Public Service Company, an Arizona corporation.

" Arrangers"has the meaning given to such term in the introductory paragraph hereof.

"Assignee Group" means two or more Eligible Assignees that are Affiliates of one
another or two or more Approved Funds managed by the same investment advisor.

"Assignment and Assumption" means an assignment and assumption entered into by a
Lender and an Eligible Assignee, and accepted by the Agent, in substantially the font of
Exhibit Chereto . a

"Assuming Lender"has the meaning specified in Section 2. 18(d).

" Assumption Agreement"has the meaning specified in Section 2.18(d)(ii).

"Authorized Officer" means the chairman of the board, chief executive officer, chief
operating officer, chief financial officer, chief accounting officer, president, any vice president,
treasurer, controller or any assistant treasurer of the Borrower.

"Available Amount" of any Letter of Credit means, at any time, the maximum amount
available to be drawn under such Letter of Credit at such time (assuming compliance at such
time with all conditions to drawing).

"Bank of America"means Bank of America, N.A.
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"Base Rate"means for any day a fluctuating rate per annum equal to the highest of:

(a) the rate of interest in effect for such day as publicly announced firm time
to time by the Agent as its "prime rate";

Cb) the Federal Funds Rate plus 0.50%; and

(c) an amount equal to (i) the Eurodollar Rate for a one month Interest Period
on such day (or if such day is not a Business Day, the immediately preceding Business
Day) plus (ii) 1%.

"Prime rate" means the rate of  interest in ef fect for such day as publ icly
announced from time to time by the Agent as its "prime rate." The "prime rate" is a rate
set by the Agent based upon various factors including the Agent's costs and desired
return, general economic conditions and other factors, and is used as a reference point for
pricing some loans, which may be priced at, above, or below such announced rate. Any
change in the "prime rate" announced by the Agent shall take effect at the opening of
business on the day specified in the public announcement of such change.

"Base Rate Advance" means an Advance that bears interest as provided in Section
2.07(a)(i).

"Borrower" has the meaning given to such term in the introductory paragraph hereof

"Borrower Information" has the meaning specified in Section 8.08.

"Borrowing" means a borrowing consisting of simultaneous Advances of the same Type
made by each of the Lenders pursuant to Section 2.01(a).

"Business Dav" means a day of the year on which banks are not required or authorized by
Law to close in New York City, Phoenix, Arizona or Charlotte, North Carolina and, i f  the
applicable Business Day relates to any Advance in which interest is calculated by reference to
the Eurodollar Rate, on which dealings are carried on in the London interbank market.

" Capital Lease Obligations" means as to any Person, the obligations of such Person to
pay rent or other amounts under a lease of (or other agreement conveying the right to use) real
and/or personal property, which obligations are required to be classified and accounted for as a
capital lease on the balance sheet of such Person under GAAP and, for the purposes of this
Agreement, the amount of such obligations shall be the capitalized amount thereof; determined
in accordance with GAAP .

"Change 'm Law" means the occurrence, lifter the date of this Agreement, of any of the
following: (a) the adoption of any Law, Ga) any change in any Law or in the administration,
interpretation or application thereof by any Governmental Authority or (c) the malting or
issuance of any request, guideline or directive (whether or not having the force of law) by any
Governmental Authority.
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"Commitment" means a Revolving Credit Commitment or a Letter of  Credit
Commitment. .

"Commitment Date" has the meaning specified in Section 2. l8(b).

"Commitment Increase"has the meaning specified in Section 2.18(a).

"Consolidated"refers to the consolidation of accounts in accordance with GAAP.

"Consolidated Indebtedness"means, at any date, the Indebtedness of the Borrower and its
Consolidated Subsidiaries determined on a Consolidated basis as of such date.

"Consolidated Net Worth"means, at any date, the sum as of such date of (a) the par value
(or value stated on the books of the Borrower) of all classes of capital stock of the Borrower and
its Subsidiaries, excluding the Borrower's capital stock owned by the Borrower and/or its
Subsidiaries,plus (or minus in the case of a surplus deficit) (b) the amount of the Consolidated
surplus, whether capital or earned, of the Borrower, determined in accordance with GAAP as of
the end of the most recent calendar month (excluding the effect on the Borrower's accumulated
other comprehensive income/loss of the ongoing application of Accounting Standards
Codification Topic 815).

"Consolidated Subsidiary"means, at any date, any Subsidiary or other entity the accounts
of which would be consolidated with those of the Borrower on its Consolidated financial
statements if such financial statements were prepared as of such date.

"Convert", "Conversion" and "Converted" each refers to a conversion of Advances of
one Type into Advances of the other Type pursuant to Section 2.08, Section 2.09 or Section 2.12.

"Credit Extension" means each of the following: (a) a Borrowing and (b) the issuance of
a Letter of Credit.

"Debtor Relief Laws" means the Bankruptcy Code of the United States, and all odder
liquidation, conservatorship, bankruptcy, assignment for the benefit of creditors, moratorium,
rearrangement, receivership, insolvency, reorganization, or similar debtor relief Laws of the
United States or other applicable jurisdictions from time to time in effect and affecting the rights
of creditors generally.

"Default" means any Event of Default or any event that would constitute an Event of
Default but for the requirement that notice be given or time elapse or both.

"Dollars" or "§" means dollars of the United States of America.

"Domestic Lending Office" means, with respect to any Lender, the office of such Lender
described as such in such Lender's Administrative Questionnaire, or such other office or offices
as a Lender may from time to time notify the Borrower and the Agent.

"Effective Date"has the meaning specified in Section 3.01 .
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"Eli2ib1e Assignee" means any Person that meets the requirements to be an assignee
under Section 8.07(b)(iii), (v) and (vi) (subject to such consents, if any, as may be required under
Section 8.07(b)(iii)).

"Environmental Action" means any action, suit, demand, demand letter, claim, notice of
non-compliance or violation, notice of liability or potential liability, investigation, proceeding,
consent order or consent agreement relating in any way to any Environmental Law,
Environmental Permit or Hazardous Materials or arising from alleged injury or threat of injury to
health, safety or the environment and relating to any Environmental Law, including, without
limitation, (a) by any Governmental AudioNty for enforcement, cleanup, removal, response,
remedial or other actions or damages and (b) by any Governmental Authority or any third party
for damages, contribution, indemnification, cost recovery, compensation or injunctive relief.

"Environmental Law" means any federal, state, local or foreign statute, law, ordinance,
rule, regulation, code, order, judgment, decree or judicial or agency interpretation, policy or
guidance relating to pollution or protection of the environment, natural resources or, to the extent
relating to exposure to Hazardous Materials, human health or safety, including, without
limitation, those relating to the use, handling, transportation, treatment, storage, disposal, release
or discharge of Hazardous Materials.

"Environmental Permit" means any permit, approval, identification number, license or
other authorization required under any Environmental Law.

"ERISA" means the Employee Retirement Income Security Act of 1974.

"ERISA Affiliate" means any trade or business (whether or not incorporated) under
common control with the Borrower within the meaning of Section 414(b) or (c) of the Internal
Revenue Code (and Sections 4l4(m) and (o) of the Internal Revenue Code for purposes of
provisions relating to Section 412 of the Internal Revenue Code).

"ERISA Event" means (a) a Reportable Event with respect to a Pension Plan, (b) a
withdrawal by the Borrower or any ERISA Affiliate from a Pension Plan subject to Section 4063
of ERISA during a plan year in which it was a substantial employer (as defined in
Section 400l(a)(2) of ERISA) or a cessation of operations that is treated as such a withdrawal
under Section 4062(e) of ERISA; (c) a complete or partial withdrawal by the Borrower or any
ERISA Affiliate from a Multiemployer Plan or notification that a Multiemployer Plan is in
reorganization, (d) the filing of a notice of intent to terminate, the treatment of a Plan amendment
as a termination Linder Section 4041 or 4041A of ERISA, or the commencement of proceedings
by the PBGC to terminate a Pension Plan or Multiemployer Plan; (e) an event or condition which
constitutes grounds under Section 4042 of ERISA for the termination of, or the appointment of a
trustee to administer, any Pension Plan or Multiemployer Plan, or (D the imposition of any
liability under Title IV of ERISA, other than for PBGC premiums due but not delinquent under
Section 4007 of ERISA, upon the Borrower or any ERISA Affiliate.

"Eurodollar Lending Office" means, Mth respect to any Lender, the office of such
Lender described as such in such Lender's Administrative Questionnaire, or such other office or
offices as a Lender may from time to time notify the Borrower and the Agent.
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"Eurodollar Rate" means:

(a) for any Interest Period with respect to a Eurodollar Rate Advance, die rate per
annum equal to the British Bankers Association LIBOR Rate ("BBA LIBOR"), as published by
Reuters (or other commercially available source providing quotations of BBA LIBOR as
designated by the Agent from time to time) at approximately 11:00 a.m., London time, two
Business Days prior to the commencement of such Interest Period, for Dollar deposits (for
delivery on the first day of such Interest Period) with a term equivalent to such Interest Period.
If such rate is not available at such time for any reason, then the "Eurodollar Rate" for such
Interest Period shall be the rate per annum determined by the Agent to be the rate at which
deposits in dollars for delivery on the first day of such Interest Period in same day funds in the
approximate amount of the Eurodollar Rate Advance being made, continued or converted by the
Agent and with a term equivalent to such Interest Period would be offered by the Agent to major
banks in the London interbank eurodollars market at their request at approximately 11:00 a.m.
(London time) two Business Days prior to the commencement of such Interest Period, and

(b) for any interest rate calculation with respect to a Base Rate Advance, the rate per
annum equal to (i) BBA LIBOR, at approximately 11:00 a.m. two Business Days prior to,
London time on the date of determination (provided that if such day is not a BUsiness Day in
London, the next preceding Business Day in London) for Dollar deposits being delivered in the
London interbank market for a term of one month commencing that day or (ii) if such published
rate is not available at such time for any reason, the rate determined by the Agent to be the rate at
which deposits in Dollars for delivery on the date of determination in same day funds in the
approximate amount of the Base Rate Advance being made, continued or converted by the Agent
and with a term equal to one month would be offered by the Agent's London Branch to major
banks in die London interbank Eurodollar market at their request at the date and time of
determination.

"Eurodollar Rate Advance"means an Advance that bears interest at a rate based on the
Eurodollar Rate (other than a Base Rate Advance bearing interest at a rate based on the
Eurodollar Rate).

"Events of Default"has the meaning specified in Section 6.01 .

"Excluded Taxes" means, with respect to the Agent, any Lender, any Issuing Bank or any
other recipient of any payment to be made by or on account of any obligation of the Borrower
hereunder, (a) taxes imposed on or measured by its overall net income (however denominated),
and franchise taxes imposed on it (in lieu of net income taxes), by the United States or the
jurisdiction (or any political subdivision thereof) imper the Laws of which such recipient is
organized or does business or in which its principal office is located or, in the case of any
Lender, in which its Applicable Lending Office is located, (b) any branch profits taxes imposed
by the United States or any similar tax imposed by any other jurisdiction in which the Borrower
is located, (c) any backup withholding tax that is required by the Internal Revenue Code to be
withheld from amounts payable to a Lender that has failed to comply with clause (A) of Section
2.l4(e)(ii), and (d) in the case of a Foreign Lender (other than as agreed to between any assignee
and the Borrower pursuant to a request by the Borrower under Section 2.20), any United States
withholding tax that (i) is required to be imposed on amounts payable to such Foreign Lender
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pursuant to the Laws in force at the time such Foreign Lender becomes a party hereto (or
designates a new Applicable Lending Office) or (ii) is attributable to such Foreign Lender's
failure or inability (odder than as a result of a Change in Law) to comply with clause (B) of
Section 2.14(e)(ii), except to the extent that such Foreign Lender (or its assignor, if any) was
entitled, at the time of designation of a new Applicable Lending Office (or assignment), to
receive additional amounts from the Borrower with respect to such withholding tax pursuant to
Section 2.14(a)(i) or (ii).

"Federal Funds Rate" means, for any day, the rate per annum equal to the weighted
average of the rates on overnight federal funds transactions with members of the Federal Reserve
System arranged by federal funds brokers on such day, as published by the Federal Reserve Bank
of New York on the Business Day next succeeding such day;provided that (a) if such day is not
a Business Day, the Federal Funds Rate for such day shall be such rate on such transactions on
the next preceding Business Day as so published on the next succeeding Business Day, and (b) if
no such rate is so published on such next succeeding Business Day, the Federal Funds Rate for
such day shall be the average rate (rounded upward, if necessary, to a whole multiple of 1/100 of
1%) charged to the Agent on such day on such transactions as determined by the Agent.

"Fee Letters"means (a) each of the following letters to the Borrower dated December 24,
2009: (i) the letter from Bank of America, Banc of America Securities LLC, Wells Fargo Bank,
National Association and Wells Fargo Securities, LLC, (ii) the letter from Credit Suisse AG,
Cayman Islands Branch and Credit SLu'sse Securities (USA) LLC, and (iii) the letter from
Barclays Bank PLC, each relating to certain fees payable by the Borrower to such parties in
respect of the transactions contemplated by this Agreement and (b) any letter between the
Borrower and any Issuing Bank other than an Initial Issuing Bank relating to certain fees payable
to such Issuing Bank in its capacity as such, each as amended, modified, restated or
supplemented from time to time.

"Foreign Lender" means any Lender that is organized under the Laws of a jurisdiction
other than that in which the Borrower is resident for tax purposes (including such a Lender when
acting in the capacity of an Issuing Bank). For purposes of this definition, the United States,
each State thereof and the District of Columbia shall be deemed to constitute a single
jurisdiction.

"Fund" means any Person (other than a naval person) that is (or will be) engaged in
madding, purchasing, holding or otherwise investing in commercial loans and similar extensions
of credit in the ordinary course of its business.

"GAAP" has the meaning specified in Section 1.03 .

"Governmental Authoritv" means the government of the United States of America or any
other nation, or of any political subdivision theres whether state or local, and any agency,

authority, instrumentality, regulatory body, court, central bank or other entity exercising
executive, legislative, judicial, taxing, regulatory or administrative powers or functions of or
pertaining to government (including any supra-national bodies such as the European Union or
the European Central Bank).
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"Guarantee" means as to any Person, any obligation, contingent or otherwise, of such
Person directly or indirectly guaranteeing any Indebtedness of any other Person or in any manner
providing for the payment of any Indebtedness of any other Person or otherwise protecting the
holder of such Indebtedness against loss (whether by virtue of partnership arrangements,
agreements to keep well, to purchase assets, goods, securities or services, or to take-or-pay or
otherwise), provided that the term "Guarantee" scI not include endorsements for collection or

deposit in the ordinary course of business. The term "Guarantee" used as a verb has a
corresponding meaning.

"Hazardous Materials" means (a) petroleum and petroletun products, byproducts or
breakdown products, radioactive materials, asbestos-containing materials, polychlorinated
biphenyls and radon gas and (b) any other chemicals, materials or substances designated,
classified or regulated as hazardous or toxic or as a pollutant or contaminant under any
Environmental Law.

"Hedge Agreement"means any interest rate swap, cap or collar agreement, interest rate
future or option contract, currency swap agreement, currency future or option contract,
commodity future or option contract, commodity forward contract or other similar agreement.

"Increase Date"has the meaning specified in Section 2.18(a).

"Increasing Lender"has the meaning specified in Section 2. 18(b).

"Indebtedness" means as to any Person at any date (without duplication):
(a) indebtedness created, issued, incurred or assumed by such Person for borrowed money or
evidenced by bonds, debentures, notes or similar instruments; (b) all obligations of such Person
to pay the deferred purchase price of property or services, excluding, however, trade accounts
payable (other than for borrowed money) arising in, and accrued expenses incurred in, the
ordinary course of business of such Person so long as such trade accounts payable are paid
within 180 days of the date incurred; (c) all Indebtedness secured by a lien on any asset of such
Person, to the extent such Indebtedness has been assumed by, or is a recourse obligation of, such
Person; (d) all Guarantees by such Person; (e) all Capital Lease Obligations of such Person; and
(f) the amount of all reimbursement obligations of such Person (whether contingent or otherwise)
in respect of letters of credit, bankers' acceptances, surety or other bonds and similar instruments
in support of Indebtedness.

"Indemnified Taxes"means Taxes other than Excluded Taxes.

"Initial Issuing Banks" has the meaning given to such term in the introductory paragraph
hereof.

"Initial Lenders" has the meaning given to such term in the introductory paragraph
hereof.

"Interest Period"means, for each Eurodollar Rate Advance comprising part of the same
Borrowing, the period commencing on the date such Eurodollar Rate Advance is disbursed or the
date of the Conversion of any Base Rate Advance into such Eurodollar Rate Advance and ending
on the last day of die period selected by the Borrower pursuant to the provisions below and,
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thereafter, each subsequent period commencing on the last day of the immediately preceding
Interest Period and ending on the last day of the period selected by the Borrower pursuant to the
provisions below. The duration of each such Interest Period shall be one, two, three or six
months, as the Borrower may, upon notice received by the Agent not later than 12:00 noon on
the third Business Day prior to the first day of such Interest Period, select, provided, however,
that:

(a) the Borrower may not select any Interest Period that ends after the
Termination Date,

(b) Interest Periods commencing on the same date for Eurodollar Rate
Advances comprising part of the same Borrowing shall be of the same duration,

(c) whenever the last day of any Interest Period would otherwise occur on a
day other than a Business Day, the last day of such Interest Period shdl be extended to
occur on the next succeeding Business Day, provided, however, that, if such extension
would cause the last day of such Interest Period to occur in the next following calendar
month, the last day of such Interest Period shall occur on the next preceding Business
Day; and

(d) whenever the f`u°st day of any Interest Period occurs on a day of an initial
calendar month for which there is no numerically corresponding day in the calendar
month that succeeds such initial calendar month by the number of months equal to the
number of months in such Interest Period, such Interest Period shall end on the last
Business Day of such succeeding calendar month.

"Internal Revenue Code" means the Internal Revenue Code of 1986, as amended firm
time to time, and the regulations promulgated and rulings issued thereunder.

"IRS"means the United States Internal Revenue Service.

"ISP" means, with respect to any Letter of Credit, the "International Standby Practices
1998" published by the Institute of International Banking Law & Practice, Inc. (or such later
version thereof as may be in effect at the time of issuance).

"Issuing Bank" means the Initial Issuing Banks or any other Lender approved by the
Borrower that may agree to issue Letters of Credit pursuant to an Assignment and Assumption or
other agreement in form satisfactory to the Borrower and the Agent, so long as such Lender
expressly agrees to perform in accordance MM their terms all of the obligations that by the terms
of divs Agreement are required to be performed by it as an Issuing Bank and notifies the Agent of
its Applicable Lending Office (which information shall be recorded by the Agent in the
Register), for so long as such Initial Issuing Bank or Lender, as the case may be, shall have a
Letter of Credit Commitment.

"L/C Advance" means, with respect to each Lender, such Lender's funding of its
participation in. any L/C Borrowing in accordance with its Ratable Share.
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"L/C Borrowing"means an extension of credit resulting from a drawing under any Letter
of Credit which has not been reimbursed on the date when made nor refinanced as a Base Rate
Advance.

"L/C Cash Deposit Account" means an interest bearing cash deposit account to be
established and maintained by the Agent, over which the Agent shall have sole dominion and
control, upon terms as may be satisfactory to the Agent.

"L/C Obligations" means, as at any date of determination, the aggregate Available
Amount of all outstanding Letters of Credit plus the aggregate of all Unreimbursed Amounts,
including all L/C Borrowings. For all purposes of this Agreement, if on any date of
determination a Letter of Credit has expired by its terms but any amount may still be drawn
thereunder by reason of the operation of Rule 3.14 of the ISP, such Letter of Credit shall be
deemed to be "outstanding" in the amount so remaining available to be drawn.

"L/C Related Doctunents"means with respect to any Letter of Credit, the Letter of Credit
Application, and any other document, agreement and instrument entered into by any Issuing
Bank and the Borrower or in favor of any Issuing Bank and relating to such Letter of Credit.

"Laws" means, collectively, all international, foreign, Federal, state and local statutes,
treaties, rules, guidelines, regulations, ordinances, codes and administrative or judicial
precedents or audiorities, including the interpretation or administration thereof by any
Governmental Authority charged with the enforcement, interpretation or administration thereof,
and all applicable administrative orders, directed duties, licenses, authorizations and permits at;
and agreements with, any Governmental Authority.

"Lenders"means the Initial Lenders, each IssLu'ng Bank, each Assuming Lender that shall
become a party hereto pursuant to Section 2.18 and each Person that shall become a party hereto
pursuant to Section 8.07.

"Letter of Credit"has the meaning specified in Section 2.0l(b).

"Letter of Credit Application" means an application and agreement for the issuance
amendment of a Letter of Credit in the form from time to time in use by any Issuing Bank.

or

"Letter of Credit Commitment"means, with respect to each Issuing Bank, the obligation
of such Issuing Bank to issue Letters of Credit for the account of the Borrower from time to time
in an aggregate amount equal to (a) for each of the Initial Issuing Banks, $100,000,000 and
(b) for any other Issuing Bank, as separately agreed to by such Issuing Bank and the Borrower.
The Letter of Credit Commitment is part of, and not in addition to, the Revolving Credit
Commitments.

"Letter of Credit Expiration Date"means the day that is five Business Days prior to the
Termination Date.

"Lien" means any mortgage, pledge, hypothecation, assignment, deposit arrangement,
encumbrance, lien (statutory or otherwise), charge or other security interest or preferential
arrangement that has the practical effect of creating a secMty interest, including, without
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limitation, the lien or retained security title of a conditional vendor and any easement, right of
way or other encumbrance on title to read property, and any Capital Lease having substantially
the same economic effect as any of the foregoing.

"Loan Documents" mean this Agreement, each Note, each L/C Related Document and
the Fee Letters.

"Material Adverse Effect" means a material adverse effect on (a) the financial condition
or financial prospects of the Borrower and its Subsidiaries (excluding SucCor Development
Company and its Subsidiaries) taken as a whole, (b) the rights and remedies of the Agent or any
Lender under this Agreement or any Note or (c) the ability of the Borrower to perform its
obligations under this Agreement or any Note.

"Material Subsidiary" means APS and, at any time, each other Subsidiary of the
Borrower (excluding SucCor Development Company and its Subsidiaries) which as of such time
meets die definition of a "significant subsidiary" in Regulation S-X of the Securities and
Exchange Commission or whose assets at such time exceed 10% of the assets of the Borrower
and the Subsidiaries (on a consolidated basis).

"Moody's" means Moody's Investors Service, Inc.

"Multiemployer Plan" means any employee benefit plan of the type described in
Section 400l(a)(3) of ERISA, to which the Borrower or any ERISA AfH1iate makes or is
obligated to make contributions, or during the preceding five plan years, has made or been
obligated to make contributions.

"Note" means a promissory note of the Borrower payable to the order of any Lender,
delivered pursuant to a request made under Section 2.16 in substantially the form of Exhibit A
hereto.

"Notice of Borrowing"has the meaning specified in Section 2.02(a).

"Obligations" means all advances to, and debts, liabilities, obligations, covenants and
duties of, the Borrower arising under any Loan Document or otherwise with respect to any
Advance or Letter of Credit, whether direct or indirect (including those acquired by assumption),
absolute or contingent, due or to become due, now existing or hereafter arising and including
interest and fees that accrue under any Loan Document after the commencement by or against
the Borrower of any proceeding under any Debtor Relief Laws naming such Person as the debtor
in such proceeding, regardless of whether such interest and fees are allowed claims in such
proceeding.

"Other Taxes" means all present or future stamp or documentary taxes or any other
excise or property taxes, charges or similar levies arising from any payment made hereunder or
under any other Loan Document or from the execution, delivery or enforcement of, or otherwise
with respect to, this Agreement or any other Loan Document.

"PBGC"means the Pension Benefit Guaranty Corporation.
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"Pension Plan" means any "employee pension benefit plan" (as such term is defined in
Section 3(2) of ERISA), other than a Multiemployer Plan, that is subject to Title IV of ERISA
and is sponsored or maintained by the Borrower or any ERISA Affiliate or to which the
Borrower or any ERISA Affiliate contributes or has an obligation to contribute, or in the case of
a multiple employer or other plan described in Section 4064(a) of ERISA, has made
contributions at any time during the immediately preceding five plan years.

"Person" means an individual, partnership, corporation (including a business trust), joint
stock company, trust, unincorporated association, joint venture, limited liability company or
other entity, or a government or any political subdivision or agency thereof.

"Plan" means any "employee benefit plan" (as such term is defined in Section 3(3) of
ERISA) established by the Borrower or, with respect to any such plan that is subject to Section
412 of the Internal Revenue Code or Title IV of ERISA, any ERISA Affiliate.

"Public Debt Rating" means, as of any date, the rating that has been most recently
announced by either S&P or Moody's, as the case may be, for any class of non-credit enhanced
long-term senior unsecured debt issued by the Borrower or, if any such rating agency shall have
issued more than one such rating, the lowest such rating issued by such rating agency. For
purposes of the foregoing, (a) if only one of S&P and Moody's shall have in effect a Public Debt
Rating, the Applicable Rate shall be determined by reference to the available rating; (b) if neither
S&P nor Moody's shall have in effect a Public Debt Rating, the Applicable Rate will be set in
accordance with Level 5 under the definition of "Applicable Rate"; (c) if the ratings established
by S&P and Moody's shall fall within different levels, the Applicable Rate shall be based upon
the higher rating unless such ratings differ by two or more levels, in which case the applicable
level will be deemed to be one level below the higher of such levels; (d) if any rating established
by S&P or Moody's shall be changed (other than as a result of a change in the basis on which
ratings are established), such change shall be effective as of the date on which such change is
first announced publicly by the rating agency making such change; and (e) if S&P or Moody's
shall change the basis on which ratings are established, each reference to the Public Debt Rating
announced by S&P or Moody's, as the case may be, shall refer to the then equivalent rating by
S&P or Moody's, as the case may be.

"Ratable Share" of any amount means, with respect to any Lender at any time but subj act
to the provisions of Section 2.19, the product of such amount times a fraction the numerator of
which is the amount of such Lender's Revolving Credit Commitment at such time (or, if the
Revolving Credit Commitments shall have been terminated pursuant to Section 2.05 or 6.01,
such Lender's Revolving Credit Commitment as in effect immediately prior to such termination)
and the denominator of which is the aggregate .amount of all Revolving Credit Commitments at
such time (or, if the RevolMg Credit Commitments shall have been terminated pursuant to

Section 2.05 or 6.01, the aggregate amount of all Revolving Credit Commitments as in effect
immediately prior to such termination).

"Register"has the meaning specified in Section 8.07(c).
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"Related Parties" means, with respect to any Person, such Person's Affiliates and the
partners, directors, officers, employees, agents, trustees and advisors of such Person and of such
Person's Affiliates.

"Reportable Event"means any of the events set forth in Section 4043(c) of ERISA, other
than events for which the 30 day notice period has been waived under the final regulations issued
under Section 4043, as in effect as of the date of this Agreement (the "Section 4043
Regulations").. Any changes made to the Section 4043 Regulations that become effective after
the Effective Date shall have no impact on the definition of Reportable Event as used herein
unless otherwise amended by the Borrower and the Required Lenders.

"Required Lenders"means, at any time, but subject to Section 2.19, Lenders holding in
the aggregate more than 50% of (a) the Revolving Credit Commitments or (b) if the Revolving
Credit Commitments have been terminated, the Total Outstandings.

"Revolving Credit Commitment" means, as to any Lender, its obligation to (a) make
Advances to the Borrower pursuant to Section 2.01 and 2.03(c), and (b) purchase participations
in L/C Obligations, in an aggregate principal amount at any one time outstanding not to exceed
the amount set forth opposite such Lender's name on Schedule 1.01 under the column
"Revolving Credit Commitment" or if such Lender has become a Lender hereunder pursuant to
an Assumption Agreement or if such Lender has entered into any Assignment and Assumption,
the amount set forth for such Lender in the Register, in each case as such amount may be
reduced pursuant to Section 2.05 or increased pursuant to Section 2. 18.

"S&P" means Standard & Poor's Ratings Services, a division of The McGraw-Hill
Companies, Inc.

"Sale Leaseback Obligation Bonds" means PVNGS II Funding Corp.'s (a) 8.00%
Secured Lease Obligation Bonds, Series 1993, due 2015; (b) any other bonds issued by or on
behalf of the Borrower in connection with a sale/leaseback transaction; and (c) any refinancing
or refunding of the obligations specified in subclauses (a) and (b) above.

"SEC Reports" means the Borrower's (i) Form 10-K Report for the year ended
December 31, 2008, (ii) Form 10-Q Reports for the quarters ended March 31, 2009, June 30,
2009 and September 30, 2009 and (iii) Form 8-K Reports tiled on January 26, 2009, February
20, 2009, February 25, 2009, March 3, 2009, March 24, 2009, March 24, 2009, April 2, 2009,
April 22, 2009, May 4, 2009, May 5, 2009, June 2, 2009, June 15, 2009, July 1, 2009, August 4,
2009, September 25, 2009, October 29, 2009, November 2, 2009, November 18, 2009,
December 17, 2009, December 21, 2009, January 25, 2010 and February 1, 2010.

"Subsidiary" of any Person means any corporation, partnership, joint venture, limited
liability company, trust or. estate of which (or in which) more than 50% of (a) the issued and
outstanding Voting Stock, (b) the interest in the capital or profits of such limited liability
company, partnership or joint venture or (c) the beneficial interest in such trust or estate, is at the
time directly or indirectly owned or controlled by such Person, by such Person and one or more
of its other Subsidiaries or by one or more of such Person's other Subsidiaries.
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"Taxes" means all present or future taxes, levies, imposts, duties, deductions,
withholdings (including backup withholding), assessments, fees or other charges imposed by any
Governmental Authority, including any interest, additions to tax or penalties applicable thereto.

"Termination Date" means the earlier of (a) February 12, 2013 and (b) the date of
termination in whole of the Commitments pursuant to Section 2.05 or 6.01 .

"Total Outstandings" means the sum of (a) the aggregate principal amount of all
Advances lug (b) all L/C Obligations outstanding.

"Unreimbursed Amount" has the meaning specified in Section 2.03 (c)(i).

"Unissued Letter of Credit Commitment" means, with respect to any Issuing Bank, the
obligation of such Issuing Bank to issue Letters of Credit for the account of the Borrower in an
amount equal to the excess of (a) the amount of its Letter of Credit Commitment over (b) the
aggregate Available Amount of all Letters of Credit issued by such Issuing Bank.

"Unused Commitment" means, with respect to each Lender at any time, (a) such
Lender's Revolving Credit Commitment at such time minus (b) the sum of (i) the aggregate
principal amount of all Advances made by such Lender (in its capacity as a Lender) and
outstanding at such time and (ii) such Lender's Ratable Share of the aggregate L/C Obligations
outstanding at such time.

"Voting Stock" means capital stock issued by a corporation, or equivalent interests in any
other Person, the holders of which are ordinarily, in the absence of contingencies, entitled to vote
for the election of directors (or persons performing similar fictions) of such Person, even if the
right so to vote has been suspended by the happening of such a contingency.

Section 1.02 Other Interpretive Provisions. With reference to this Agreement and each
other Loan'Document, unless otherwise specified herein or in such other Loan Document:

(a) The definitions of terms herein shall apply equally to the singular and plural
forms of the terms defined. Whenever the context may require, any pronoun shall include the
corresponding masculine, feminine and neuter forms. The words "include," "includes" and
"including" shall be deemed to be followed by the phrase "without limitation." The word "will"
shall be construed to have the same meaning and effect as the word "shall." Unless the context
requires otherwise, (i) any definition of or reference to any agreement, instrument or other
document shdl be construed as referring to such agreement, instrument or other document as
from time to time amended, supplemented or otherwise modified (subject to any restrictions on
such amendments, supplements or modifications set forth herein or in any other Loan
Document), (ii) any reference herein to any Person shall be construed to include such Person's
permitted successors and permitted assigns, (iii) the words "herein," "hereof" and "hereunder,"
and words of similar import when used in any Loan Document, shall be construed to refer to
such Loan Document in its entirety and not to any particular provision thereof, (iv) all references
in a Loan Document to Articles, Sections, Exhibits and Schedules shall be construed to refer to
Articles and Sections of, and Exhibits and Schedules to, the Loan Document in which such
references appear, (v) any reference to any law shall include all statutory and regulatory
provisions consolidating, amending, replacing or interpreting such law and any reference to any

C-1 l63439v621312.00011 15

Page 326 of 509



law or regulation shall, Mess otherwise specified, refer to such law or regulation as amended,
modified or supplemented from time to time, and (vi) the words "asset" and "property" shall be
construed to have the same meaning and effect and to refer to any and all tangible and intangible
assets and properties, including cash, securities, accounts and contract rights.

(b) In the computation of periods of time firm a specified date to a later specified
date, the word "firm" means "from and including," the words "to" and "until" each mean "to but
excluding," and the word "through" means "to and including."

(c) Section headings herein and in the odder Loan Docmnents are included for
convenience of reference only and shall not affect the interpretation of this Agreement or any
other Loan Document.

Section 1.03 Accounting Terms. Unless otherwise specified herein, ally accounting
terms used herein shall be interpreted, all accounting determinations hereunder shall be made,
and all financial statements required to be delivered hereunder shall be prepared, in accordance
with generally accepted accounting principles as in effect from time to time, applied on a basis
consistent (except for changes concurred in by the Borrower's independent public accountants)
wide the most recent audited Consolidated financial statements of the Borrower delivered to the
Agent ("GAAP"). If at any time any change in GAAP or in the interpretation thereof would
affect the computation of any tinanciad ratio or requirement set forth in any Loan Document, and
either the Borrower or the Required Lenders shall so request, the Agent, the Lenders and the
Borrower shall negotiate in good faith to amend such ratio or requirement to preserve the
original intent thereof in light of such change in GAAP or in the interpretation thereof (subj et to
the approval of die Required Lenders);provided that,until so amended, such ratio or requirement
shall continue to be computed in accordance with GAAP prior to such change therein.

Section 1.04
pursuant to this Agreement shall be calculated by dividing the appropriate component by the
other component, carrying the result to one place more than the number of places by which such
ratio is expressed herein and rounding the result up or down to the nearest number (with a
rounding-up if there is no nearest number).

Rounding. Any financial ratios required to be maintained by the Borrower

Section 1.05 Times of Day. Unless otherwise specified, all references herein to times
of day shall be references to Eastern time (daylight or standard, as applicable).

ARTICLE 11

AMOUNTS AND TERMS OF THE ADVANCES AND LETTERS OF CREDIT

Section 2.01 The Advances and Letters of Credit.

(a) The Advances. Each Lender severally agrees, on the terms and.conditions
hereinafter set forth, to make Advances in Dollars to the Borrower from time to time on any
Business Day during the period from the Effective Date until the Termination Date in an amount
not to exceed such Lender's Unused Commitment. Each Borrowing shall be in an aggregate
amount of $10,000,000 or an integral multiple of $1,000,000 in excess thereof and shall consist
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of AdVances of the same Type made on the same day by the Lenders ratably according to their
respective Revolving Credit Commitments. Within the limits of each Lender's Revolving Credit
Commitment, and subject to the other terms and conditions hereof] the Borrower may borrow
under this Section 2.0l(a), prepay pursuant to Section 2.10 and reborrow under this Section
2.0l(a).

(b) Letters of Credit. Each Issuing Bank agrees, on the terms and conditions
hereinafter set forth, in reliance upon the agreements of the other Lenders set forth in this
Agreement, to issue letters of credit (each, a "Letter of Credit") for the account of the Borrower
from time to time on any Business Day during the period from the Effective Date until 30 days
before the Termination Date in an aggregate Available Amount for all Letters of Credit issued by
each Issuing Bank not to exceed at any time such Issuing Bank's Letter of Credit Commitment,
provided that after giving effect to the issuance of any Letter of Credit, (i) the Total Outstandings
shall not exceed the aggregate Revolving Credit Commitments and (ii) each Lender's Ratable
Share of the Total Outstandings shall not exceed such Lender's Revolving Credit Commitment.
No Letter of Credit shall have an expiration date (including all rights of the Borrower or the
beneficiary to require renewal) later than the Letter of Credit Expiration Date. Within the limits
referred to above, the Borrower may from time to time request the issuance of Letters of Credit
under this Section 2.01(b). The terms "issue", "issued", "issuance" and all similar terms, when
applied to a Letter of Credit, shall include any renewal, extension or amendment thereof.

Section 2.02 Making the Advances.

(a) Except as otherwise provided in Section 2.03(c), each Borrowing shall be made
on notice, given not later than (x) 12:00 noon on the third Business Day prior to the date of the
proposed Borrowing in the case of a Borrowing consisting of Eurodollar Rate Advances or
(y) 12:00 noon on the date of the proposed Borrowing in the case of a Borrowing consisting of
Base Rate Advances, by the Borrower to the Agent, which shall give to each Lender prompt
notice thereof by facsimile. Each such notice of a Borrowing (a "Notice of Borrowing") shall be
in writing or by facsimile in substantially the form of Exhibit B hereto, specifying therein the
requested (i) date of such Borrowing, (ii) Type of Advances comprising such Borrowing,
(iii) aggregate amount of such Borrowing, and (iv) in the case of a Borrowing consisting of
Eurodollar Rate Advances, initial Interest Period for each such Advance. Each Lender shall, in
the case of a Borrowing consisting of Base Rate Advances, before 2:00 p.m. on the date of such
Borrowing, and in the case of a Borrowing consisting of Eurodollar Rate Advances, before 11:00
a.m. on date of such Borrowing, make available for die account of its Applicable Lending Office
to the Agent at the Agent's Account, in same day funds, such Lender's Ratable Share of such
Borrowing. After the Agent's receipt of such funds and upon fulfillment of the applicable
conditions set forth in Article III, the Agent will make such funds available to the Borrower at
the Agent's address referred to in Section 8.02 or as requested by the Borrower in the applicable
Notice of Borrowing.

(b) Anything in subsection (a) above to the contrary notwithstanding, (i) the
Borrower may not select Eurodollar Rate Advances for any Borrowing if die aggregate amount
of such Borrowing is less than $10,000,000 or if the obligation of the Lenders to make
Eurodollar Rate Advances shall then be suspended pursuant to Section 2.08 or 2.12 and (ii) at no
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time shall there be more than Fifteen different Interest Periods outstanding for Eurodollar Rate
Advances.

(c) Each Notice of Borrowing shall be irrevocable and binding on the Borrower. In
the case of any Borrowing that the related Notice of Borrowing specifies is to be comprised of
Eurodollar Rate Advances, the Borrower shall indemnify each Lender against any loss, cost or
expense reasonably incurred by such Lender as a result of any failure to fulfill on or before the
date specified in such Notice of Borrowing for such Borrowing the applicable conditions set
forth in Article III, including, Mthout limitation, any loss (excluding loss of anticipated profits),
cost or expense incurred by reason of the liquidation or reemployment of deposits or other funds
acquired by such Lender to fund the Advance to be made by such Lender as part of such
Borrowing when such Advance, as a result of such failure, is not made on such date.

(d) Unless the Agent shall have received notice from a Lender prior to the time of the
applicable Borrowing that such Lender will not make available to the Agent such Lender's
Ratable Share of such Borrowing, the Agent may assume that such Lender has made such
portion available to the Agent on the date of such Borrowing in accordance MM subsection (a)
of this Section 2.02 and the Agent may, in reliance upon such assumption, make available to the
Borrower on such date a corresponding amount. If and to the extent that such Lender shall not
have so made such Ratable Share available to the Agent, such Lender and the Borrower severally
agree to repay to the Agent within one Business Day after demand for such Lender and within
three Business Days after demand for the Borrower such corresponding amount together with
interest thereon, for each day from the date such amount is made available to the Borrower until
the date such amount is repaid to the Agent, at (i) in the case of the Borrower, the interest rate
applicable at the time to Advances comprising such Borrowing and (ii) in the case of such
Lender, the Federal Funds Rate. If the Borrower and such Lender shall pay such interest to the
Agent for the same or an overlapping period, the Agent shall promptly remit to the Borrower the
amount of such interest paid by the Borrower for such period. If such Lender shall repay to the
Agent such corresponding amount, such amount so repaid shall constitute such Lender's
Advance as part of such Borrowing for purposes of this AgreemeNt.

(e) The failure of any Lender to make the Advance to be made by it as part of any
Borrowing scI not relieve any other Lender of its obligation, if any, hereunder to make its

Advance on the date of such Borrowing, but no Lender shall be responsible for the failure of any
other Lender to make the Advance to be made by such other Lender on the date of any
Borrowing.

Section 2.03 Letters of Credit.

(a) General.

(i) No Issuing Bank shall issue any Letter of Credit, if the expiry date of such
requested Letter of Credit would occur after the Letter of Credit Expiration Date, unless
all the Lenders have approved such expiry date.

(ii)
Credit if:

No Issuing Bank shall be under any obligation to issue any Letter of
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(A) any order, judgment or decree of any Governmental Authority or
arbitrator shall by its terms purport to enjoin or restrain such Issuing Bank from
issuing such Letter of Credit, or any Law applicable to such Issuing Bank or any
request or directive (whether or not having the force of law) from any
Governmental Authority with jurisdiction over such Issuing Bank shall prohibit,
or request that such Issuing Bank refrain from, the issuance of letters of credit
generally or such Letter of Credit in particular or shall impose upon such Issuing
Bank with respect to such Letter of Credit any restriction, reserve or capital
requirement (for which such Issuing Bank is not otherwise compensated
hereunder) not in effect on the Effective Date, or shall impose upon such Issuing
Bank any unreimbursed loss, cost or expense which was not applicable on the
Effective Date and which, in each such case, such Issuing Bank in good faith
deems material to it;

(B) except as otherwise agreed by the Borrower and such Issuing
Bank, such Letter of Credit is in an initial stated amount less than $50,000, in the
case of a commercial Letter of Credit, or $500,000, in the case of a standby Letter
of Credit;

(C)
Dollars;

such Letter of Credit is to be denominated in a currency other than

(D) such Letter of Credit contains any provisions for automatic
reinstatement of the stated amount after any drawing thereunder,

(E) subject to Section 2.03(b)(iii), the expiry date of such requested
Letter of Credit would occur more than twelve months after the date of issuance
or last extension, or

(F) any Lender is at such time an Affected Lender hereunder, unless
the applicable Issuing Bank is satisfied that the related exposure will be 100%
covered by the Commitments of the non-Affected Lenders or, if not so covered,
until such Issuing Bank has entered into arrangements satisfactory to it in its sole
discretion with the Borrower or such Affected Lender to eliminate such Issuing
Bank's risk with respect to such Affected Lender, and participating interests in
any such newly issued Letter of Credit shall be allocated among non-Affected
Lenders in a manner consistent with Section 2.19(c)(i) (and Affected Lenders
shall not participate therein) ;

(ii i) No Issuing Bank shall amend any Letter of Credit if such Issuing Bank
would not be permitted at such time to issue such Letter of Credit in its amended form
under the terms hereof.

(iv) No Issuing Bank shall be under any obligation to amend any Letter of
Credit if (A) such Issuing Bank would have no obligation at such time to issue such
Letter of Credit in its amended form under the terms hereof, or (B) the beneficiary of
such Letter of Credit does not accept the proposed amendment to such Letter of Credit. A
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(b) Procedures for Issuance and Amendment of Letters of Credit, Auto-Extension
Letters of Credit.

(i) Each Letter of Credit shall be issued or amended, as the case may be, upon
the request of the Borrower delivered to the applicable Issuing Bank (with a copy to the
Agent) in the form of a Letter of Credit Application, appropriately completed and signed
by an Authorized Officer of the Borrower. Such Letter of Credit Application must be
received by such Issuing Bank and the Agent not later than 11:00 a.m. at least two
Business Days (or such later date and time as the Agent and such Issuing Bank may agree
in a particular instance in their sole discretion) prior to the proposed issuance date or date
of amendment, as the case may be. In the case of a request for an initial issuance of a
Letter of Credit, such Letter of Credit Application shall specify in form and detail
satisfactory to the applicable Issuing Bank: (A) the proposed issuance date of the
requested Letter of Credit (which shall be a Business Day), (B) the amount thereof; (C)
the expiry date thereof; (D) the name and address of the beneficiary thereof; (E) the
documents to be presented by such beneficiary in case of any drawing thereunder; (F) the
full text of any certificate to be presented by such beneficiary in case of any drawing
thereunder; (G) the purpose and nature of the requested Letter of Credit; and (H) such
other matters as such Issuing Bank may require. In the case of a request for an
amendment of any outstanding Letter of Credit, such Letter of Credit Application shall
specify in form and detail satisfactory to the applicable Issuing Bank (A) the Letter of
Credit to be amended; (B) the proposed date of amendment thereof (which shall be a
Business Day), (C) the nature of the proposed amendment; and (D) such other matters as
such Issuing Bank may require. Additionally, the Borrower shall furnish to the
applicable Issuing Bank and the Agent such other documents and information pertaining
to such requested Letter of Credit issuance or amendment, including any L/C Related
Documents, as the applicable Issuing Bank or the Agent may require. In the event and to
the extent that the provisions of any Letter of Credit Application or other L/C Related
Document shall conflict with this Agreement, the provisions of this Agreement shall
govern. Without limitation of the immediately preceding sentence, no such Letter of
Credit Application or other L/C Related Document may impose any additional conditions
on the issuance or maintenance of a Letter of Credit, any additional default provisions,
collateral requirements or other obligations of the Borrower to any Issuing Bank, other
than as stated in this Agreement.

(ii) Promptly after receipt of any Letter of Credit Application, the applicable
Issuing Bank will confirm with the Agent (by telephone or in writing) that the Agent has
received a copy of such Letter of Credit Application from the Borrower and, if not, such
Issuing Bank will provide the Agent with a copy thereof. Unless the applicable Issuing
Bank has received written notice from the Required Lenders, the Agent or the Borrower,
at least one Business Day prior to the requested date of issuance or amendment of the
applicable Letter of Credit, that one or more applicable conditions contained in Article III
shall not then be satisfied, then, subject to the terms and conditions hereof, such Issuing
Bank shall, on the requested date, issue a Letter of Credit for the account of the Borrower
or enter into the applicable amendment, as the case may be, in each case in accordance
with such Issuing Bank's usual and customary business practices. Immediately upon the
issuance of each Letter of Credit, each Lender shall be deemed to, and hereby irrevocably
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and unconditionally agrees to, purchase from such Issuing Bank a risk participation in
such Letter of Credit in an amount equal to the product of such Lender's Ratable Share
times the amount of such Letter of Credit.

(iii) If the Borrower so requests in any applicable Letter of Credit Application,
the applicable Issuing Bank may, in its sole and absolute discretion, agree to issue a
Letter of Credit that has automatic extension provisions (each, an "Auto-Extension Letter
of Credit"); provided that any such Auto-Extension Letter of Credit must permit such
Issuing Bank to prevent any such extension at least once in each twelve-month period
(commencing with the date of issuance of such Letter of Credit) by giving prior notice to
the beneficiary thereof not later than a day (the "Non-Extension Notice Date") in each
such twelve-month period to be agreed upon at the time such Letter of Credit is issued.
Unless otherwise directed by the applicable Issuing Bank, the Borrower shall not be
required to make a specific request to the applicable Issuing Bank for any such extension.
Once an Auto-Extension Letter of Credit has been issued, the Lenders shall be deemed to
have authorized (but may not require) the applicable Issuing Bank to permit the extension
of such Letter of Credit at any time to an expiry date not later than the Letter of Credit
Expiration Date;provided, however, that the applicable Issuing Bank shall not permit any
such extension (or may issue a Notice of Non-Extension) if (A) such Issuing Bank has
determined that it would not be permitted at such time to issue such Letter of Credit in its
revised form (as extended) by reason of the provisions of clause (i) of Section 2.03(a) (or
would have no obligation to issue such Letter of Credit by reason of the provisions of
clause (ii) of Section 2.03(a)), or (B) it has received notice (which may be by telephone
or in writing) on or before the day that is seven Business Days before the Non-Extension
Notice Date (1) from the Agent that the Required Lenders have elected not to permit such
extension pursuant to Section 6.02 or (2) from the Agent, the Required Lenders or the
Borrower that one or more of the applicable conditions specified in Section 3.02 is not
then satisfied, and in each such case directing such Issuing Bank not to permit such
extension.

(iv) Promptly after its delivery of any Letter of Credit or any amendment to a
Letter of Credit to an advising bank with respect thereto or to the beneficiary thereof, the
applicable Issuing Bank will also deliver to the Borrower and the Agent a true and
complete copy of such Letter of Credit or amendment.

(c) Drawings and Reimbursements: Funding of Participations.

(i) Subject to the provisions below, not later than 2:30 p.m. on the date (the
"Honor Date") that any Issuing Bank makes any payment on a drawing on any Letter of
Credit, if the Borrower shall have received notice of such payment prior to 11:30 a.m. on
such date, or, if such notice has not beenreceived by the Borrower prior to such time on
such date, then not later than 2:30 p.m. on the next Business Day, the Borrower shall
reimburse such Issuing Bank through the Agent in an amount equal to the amount of such
drawing together with interest thereon. If the Borrower fails to so reimburse such Issuing
Bank by such time, unless the Borrower shall have advised the Agent that it does not
meet the conditions specified in clause (B) below, the Agent shall promptly notify each
Lender of Me Honor Date, the amount of the unreimbursed drawing (the "Unreimbursed
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Amount"), and the amount of such Lender's Ratable Share thereof. In such event, the
Borrower shall be deemed to have requested a Base Rate Advance to be disbursed on the
Honor Date in an amount equal to the Unreimbursed Amount, without regard to the
minimum and multiples specified in Section 2.0I(a) or the delivery of a Notice of
Borrowing, but subject to (A) the amount of the aggregate Unused Commitments and (B)
no Event of Default having occurred and be continuing, or resulting therefrom and, to the
extent so financed, the Borrower's obligation to satisfy the reimbursement obligation
created by such payment by the Issuing Bank on the Honor Date shall be discharged and
replaced by the resulting Base Rate Advance. Any notice given by any Issuing Bank or
the Agent pursuant to this Section 2.03(c)(i) may be given by telephone if immediately
confirmed in writing; provided that the lack of such an immediate confirmation shall not
affect the conclusiveness or binding effect of such notice.

(ii) Each Lender shall upon any notice pursuant to Section 2.03(c)(i) make
funds available to the Agent for the account of the applicable Issuing Bank at the Agent's
Office in an amount equal to its Ratable Share of the Unreimbursed Amount not later
than 4:00 p.m. on the Business Day specified in such notice by the Agent, whereupon,
subject to the provisions of Section 2.03(c)(iii), each Lender that so makes funds
available shall be deemed to have made a Base Rate Advance to the Borrower in such
amount. The Agent shall remit the funds so received to the applicable Issuing Bank.

(ii i) With respect to any Unreimbursed Amount that is not fully refinanced by
a Base Rate Advance because any of the conditions set forth in clauses (A), (B) or (C) of
Section 2.03 (c)(i) cannot be satisfied or for any other reason, then not later than 2:30 p.m.
on die next Business Day after the day notice of the drawing is given to the Borrower, in
the case of a failure to meet any such condition, or in any other case, after notice of the
event resulting in the outstanding Unreimbursed Amount, the Borrower shall reimburse
such Issuing Bank through the Agent in an amount equal to the amount of such
outstanding Unreimbursed Amount with interest thereon. If the Borrower fails to so
reimburse such Issuing Bank by such time, the Borrower shall be deemed to have
incurred from the applicable Issuing Bank an L/C Borrowing in the amount of the
Unreimbursed Amount that is not so refinanced, which L/C Borrowing shall be due and
payable on demand (together with interest) and shall bear interest at the Base Rate in
effect from time to time plus the Applicable Rate for Base Rate Advances in effect from
time to time plus 2% per annum. In such event, each Lender's payment to the Agent for
the account of the applicable Issuing Bank pursuant to Section 2.03(c)(ii) shall be deemed
payment in respect of its participation in such L/C Borrowing and shall constitute an L/C
Advance from such Lender in satisfaction of its participation obligation under this
Section 2.03.

(iv) Until each Lender funds its Base Rate Advance or L/C Advance pursuant
to this Section 2.03(c) to reimburse the applicable Issuing Bank for any amount drawn
under any Letter of Credit, interest in respect of such Lender's Ratable Share of such
amount shall be solely for the account of the applicable Issuing Bank.

(v) Each Lender's obligation to make Base Rate Advances or L/C Advances
to reimburse the applicable Issuing Bank for amounts drawn under Letters of Credit, as
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contemplated by this Section 2.03(c), shall be absolute and unconditional and shall not be
affected by any circumstance, including (A) any setoff , counterclaim, recoupment,
defense or other right which such Lender may have against such Issuing Bank, the
Borrower or any odder Person for any reason whatsoever, (B) the occurrence or
continuance of a Default, or (C) any other occurrence, event or condition, whether or not
similar to any of the foregoing, provided, however, that each Lender's obligation to make
Base Rate Advances pursuant to this Section 2.03(c) is subject to the conditions set forth
in Section 2.03(c)(i). No such madding of an L/C Advance shall relieve or otherwise
impair the obligation of the Borrower to reimburse the applicable Issuing Bank for the
amount of any payment made by such IssMg Bank under any Letter of Credit, together
with interest as provided herein.

(v i ) If any Lender fails to make available to the Agent for the account of the
applicable Issuing Bank any amount required to be paid by such Lender pursuant to the
foregoing provisions of this Section 2.03(c) by the time specified in Section 2.03(c)(ii),
such Issuing Bank shall be entitled to recover from such Lender (acting through the
Agent), on demand, such amount with interest thereon for the period from die date such
payment is required to the date on which such payment is immediately available to such
Issuing Bank at a rate per annum equal to the greater of the Federal Funds Rate and a rate
determined by such Issuing Bank in accordance with banking industry rules on interbank
compensation, plus any administrative, processing or similar fees customarily charged by
such Issuing Bank in connection with the foregoing. If such Lender pays such amount
(with interest and fees as aforesaid), the amount so paid shall constitute such Lender's
Base Rate Advance included in the relevant Borrowing or L/C Advance in respect of the
relevant L/C Borrowing, as the case may be. A certificate of the applicable Issuing Bank
submitted to any Lender (through the Agent) with respect to any amounts owing under
this clause (vi) shall be conclusive absent manifest error.

(d) Repavment of Participations.

( i ) At any time after the applicable Issuing Bank has made a payment under
any Letter of Credit and has received from any Lender such Lender's L/C Advance in
respect of such payment in accordance with Section 2.03(c), if the Agent receives for the
account of such Issuing Bank any payment in respect of the related Unreirnbursed
Amount or interest diereon (whether directly from the Borrower or otherwise, including
proceeds of Cash Collateral (as defined in Section 2.03(h)) applied thereto by the Agent),
the Agent will distribute to such Lender its Ratable Share thereof in the same funds as
those received by the Agent.

( i i ) If any payment received by the Agent for the account of die applicable
IssuingBank pursuant to Section 2.03(c)(i) is required to be returned under any of the
circumstances described in Section 8.12 (including pursuant to any settlement entered
into by such Issuing Bank in its discretion), each Lender shall pay to the Agent for the
account of such Issuing Bank its Ratable Share diereof on demand of the Agent, plus
interest thereon from the date of such demand to the date such amount is returned by such
Lender, at a rate per annum equal to the Federal Funds Rate from time to time in effect.
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The obligations of the Lenders under this clause shall sm'vive the payment in full of the
Obligations and the termination of this Agreement.

(e) Failure to Make Advances. The failure of any Lender to make the Advance to be
made by it on the date specified in Section 2.03(c) or any L/C Advance shall not relieve any
other Lender of its obligation hereunder to make its Advance or L/C Advance, as the case may
be, to be made by such other Lender on such date.

(f) Obligations Absolute. The obligation of the Borrower to reimburse the applicable
Issuing Bank for each drawing under each Letter of Credit and to repay each L/C Borrowing
shall be absolute, unconditional and irrevocable, and shall be paid strictly in accordance wide the
terms of this Agreement under all circumstances, including the following :

(i) any lack of validity or enforceability of such Letter of Credit, this
Agreement, or any other Loan Document,

(ii) the existence of any claim, counterclaim, setoff defense or other right that
die Borrower may have at any time against any beneficiary or any transferee of such
Letter of Credit (or any Person. for whom any such beneficiary or any such transferee
may be acting), any Issuing Bank or any other Person, whether in connection with this
Agreement, the transactions contemplated hereby or by such Letter of Credit or any
agreement or instrument relating thereto, or any unrelated transaction,

(iii) any draft, demand, certificate or other document presented under such
Letter of Credit proving to be forged, fraudulent, invalid or insufficient in any respect or
any statement dierein being untrue or inaccurate in any respect, or any loss or delay in the
transmission or otherwise of any document required in order to make a drawing under
such Letter of Credit;

(iv) any payment by the applicable Issuing Bank under such Letter of Credit
against presentation of a draft or certificate that does not strictly comply with the terms of
such Letter of Credit; or any payment made by the applicable Issuing Bank under such
Letter of Credit to any Person purporting to be a trustee in bankruptcy, debtor~in-
possession, assignee for the benefit of creditors, liquidator, receiver or other
representative of or successor to any beneficiary or any transferee of such Letter of
Credit, including any arising in connection with any proceeding under any Debtor Relief
Law, or

(v) any other circumstance or happening whatsoever, whether or not similar to
any of the foregoing, including any other circumstance that might otherwise constitute a
defense available to, or a discharge o12 the Borrower.

provided, however, that nothing in this Section 2.03(f) shall limit the rights of the
Borrower under Section 2.03(g).

The Borrower shall promptly examine a copy of each Letter of Credit and each
amendment thereto that is delivered to it and, in the event of any claim of noncompliance with
the Borrower's instructions or other irregularity that is known to the Borrower in connection with
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any draw under such Letter of Credit of which the Borrower has reasonable notice, the Borrower
will immediately notify the applicable Issuing Bank. To the extent allowed by applicable Law,
Borrower shall be conclusively deemed to have waived any such claim against the applicable
Issuing Bank and its correspondents unless such notice is given as aforesaid. Nothing herein
shall require the Borrower to make any determination as to whether the drawing is in accordance
with the requirements of the Letter of Credit, provided that the Borrower may waive any
discrepancies in the drawing on any such Letter of Credit.

(g) Role of Issuing Bank. Each Lender and the Borrower agree that, in paying any
drawing under a Letter of Credit, the applicable IssLulng Bank shall not have any responsibility to
obtain any document (other than any sight draft, certificates and documents expressly required
by the Letter of Credit) or to ascertain or inquire as to the validity or accuracy of any such
document or the authority of the Person executing or delivering any such document. None of the
applicable Issuing Bank, the Agent, any of their respective Related Parties nor any
correspondent, participant or assignee of such Issuing Bank shall be liable to any Lender for (i)
any action taken or omitted in connection herewith at the request or with the approval of the
Lenders or the Required Lenders, as applicable, (ii) any action taken or omitted in the absence of
gross negligence or willful misconduct, or (iii) the due execution, effectiveness, validity or
enforceability of any document or instrument related to any Letter of Credit or L/C Related
Document. The Borrower hereby assumes all risks of the acts or omissions of any beneficiary or
transferee with respect to its use of any Letter of Credit,provided, however, that this assumption
is not intended to, and shall not, preclude the Borrower's pursuing such rights and remedies as it
may have against the beneficiary or transferee at Law or under any other agreement. None of the
applicable Issuing Bank, the Agent, any of their respective Related Parties nor any
correspondent, participant or assignee of such Issuing Bank shall be liable or responsible for any
of the matters described in clauses (i) through (v) of Section 2.03(f); provided, however, that
anything in such clauses to the contrary notwithstanding, the Borrower may have a claim against
the applicable Issuing Bank, and such Issuing Bank may be liable to the Borrower, to the extent,
but only to the extent, of any direct, as opposed to consequential or exemplary, damages suffered
by the Borrower which the Borrower proves were caused by such Issul'ng Bank's willful
misconduct or gross negligence or such Issuing Bank's willful failure to pay under any Letter of
Credit after the presentation to it by the beneficiary of a sight draft and certificate(s) strictly
complying with the terms and conditions of a Letter of Credit. In furtherance and not in
limitation of the foregoing, the applicable Issuing Bank may accept documents that appear on its
face to be in order, without responsibility for further "investigation, regardless of any notice or
information to the contrary, and such Issuing Bank shall not be responsible for the validity or
sufficiency of any instrument transferring or assigning or purporting to transfer or assign a Letter
of Credit or the rights or benefits hereunder or proceeds thereof, in whole or in part, which may
prove to be invalid or ineffective for any reason.

(h) Cash Collateral. Upon the request of die Agent, lg as of the Letter of Credit
Expiration Date, any L/C Obligation for any reason remains outstanding, the Borrower shall, in
each case, immediately Cash Collateralize the then outstanding L/C Obligations. Section 6.02
sets forth certain additional requirements to deliver Cash Collateral hereunder. For purposes of
this Section 2.03 and Section 6.02, "Cash Collateralize" means to pledge and deposit with or
deliver to the Agent, for the benefit of the Issuing Banks and the Lenders, as collateral for the
L/C Obligations, cash or deposit account balances pursuant to documentation in form and
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substance satisfactory to the Agent and each Issuing Bank (which documents are hereby
consented to by the Lenders). Derivatives of such term have corresponding meanings. The
Borrower hereby grants to the Agent, for the benefit of the Issuing Banks and the Lenders, a
security interest in all such cash, deposit accounts and all balances therein and dl proceeds of the
foregoing. Cash Collateral shall be maintained in blocked, non-interest bearing deposit accounts
with the Agent.

(i) Applicability of ISP and UCP. Unless otherwise expressly agreed by the
applicable Issuing Bank and the Borrower when a Letter of Credit is issued, (i) the rules of the
ISP shall apply to each standby Letter of Credit, and (ii) the rules of the Uniform Customs and
Practice for Documentary Credits, as most recently published by the International Chamber of
Commerce at the time of issuance shall apply to each commercial Letter of Credit.

(j) Letter of Credit Reports. Each Issuing Bank shall furnish (A) to the Agent on the
first Business Day of each month a written report summarizing issuance and expiration dates of
Letters of Credit issued by such Issuing Bank during the preceding month and drawllngs during
such month under all such Letters of Credit and (B) to the Agent on the first Business Day of
each calendar quarter a written report setting forth the average daily aggregate Available Amount
during the preceding calendar quarter of all Letters of Credit issued by such Issuing Bank.

(k) Interim Interest. Except as provided in Section 2.03(c)(ii) with respect to
Unreimbursed Amounts refinanced as Base Rate Advances and Section 2.03(c)(iii) with respect
to L/C Borrowings, unless the Borrower shall reimburse each payment by an Issuing Bank
pursuant to a Letter of Credit in full on the Honor Date, the Unreimbursed Amount thereof shall
bear interest, for each day from and including the Honor Date to but excluding the date that the
Borrower reimburses such Issuing Bank for the Unreimbursed Amount in full, at the rate per
annum equal to (i) the Base Rate in effect from time to time plus the Applicable Rate for Base
Rate Advances in effect from time to time, to but excluding the next Business Day after the
Honor Date and (ii) from and including the next Business Day after the Honor Date, the Base
Rate in effect from time to time plus the Applicable Rate for Base Rate Advances in effect from
time to time plus 2% per annum.

Section 2.04 Fees.

(a) Commitment Fee. The Borrower agrees to pay to the Agent for the account of
each Lender a commitment fee on such Lender's Unused Commitment from the Effective Date
in the case of each Initial Lender and from the effective date specified in the Assumption
Agreement or in the Assignment and Assumption pursuant to which it became a Lender in the
case of each other Lender until the Termination Date at a rate per annum equal to the Applicable
Rate for Commitment Fees in effect from time to time, payable in arrears quarterly on the last
day of each March, June, September and December, commencing March 31, 2010, and on the
Termination Date, provided that no commitment fee shall accrue with respect to the Unused
Commitment of an Affected Lender so long as such Lender shall be an Affected Lender.
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(b) Letter of Credit Fees.

(i) The Borrower shall pay to the Agent for the account of each Lender a
commission on such Lender's Ratable Share of the average daily aggregate Available
Amount of all Letters of Credit outstanding from time to time at a rate per annum equal
to the Applicable Rate for Eurodollar Rate Advances in effect from time to time, during
such calendar quarter, payable in arrears quarterly on the last day of each March, June,
September and December, commencing with the quarter ended March 31, 2010, and on
the Termination Date; provided that the Applicable Rate for Eurodollar Rate Advances
shall be 2% above such Applicable Rate in effect upon the occurrence and during the
continuation of an Event of Default if the Borrower is required to pay default interest
pursuant to Section 2.07(b).

(ii) The Borrower shall pay to each Issuing Bank, for its ohm account, a
fronting fee with respect to each Letter of Credit issued by such Issuing Bank, payable in
the amounts and at the times specified in the applicable Fee Letter between the Borrower
and such Issuing Bank, and such other commissions, issuance fees, transfer fees and other
fees and charges in connection with the issuance or administration of each Letter of
Credit as the Borrower and such Issuing Bank shall agree promptly following receipt of
an invoice therefor.

(c) Agent's Fees. The Borrower shall pay to the Agent for its own account such fees
as are agreed between die Borrower and the Agent pursuant to the Fee Letter between the
Borrower and the Agent.

Section 2.05 Optional Termination or Reduction of the Commitments.

(a) The Borrower shall have the right, upon at least three Business Days' notice to the
Agent, to terminate in whole or permanently reduce ratably in part the Unused Commitments or
the Unissued Letter of Credit Commitments,provided that each partial reduction shall be in the
aggregate amount of $10,000,000 or an integral multiple of $1,000,000 in excess thereof.

(b) So long as no Default or Event of Default shall be continuing, the Borrower shall
have the right, at any time, upon at least ten Business Days' notice to an Affected Lender (with a
copy to the Agent), to terminate in whole such Lender's Revolving Credit Commitment and, if
applicable, its Letter of Credit Commitment, without affecting the Commitments of any other
Lender. Such termination shall be effective, (x) with respect to such Lender's Unused
Commitment, on the date set forth in such notice,provided, however, that such date shall be no
earlier than ten Business Days after receipt of such notice and (y) with respect to each Advance
outstanding to such Lender, in the case of Base Rate Advances, on the date set forth in such
notice and, in the case of Eurodollar Rate Advances, on the last day of the then current Interest
Period relating to such Advance. Upon termination of a Lender's Commitments under this
Section 2.05(b), the Borrower will pay or cause to be paid all principal of, and interest accrued to
the date of such payment on, Advances owing to such Lender and, subject to Section 2.19, pay
any accrued corninitment fees or Letter of Credit fees payable to such Lender pursuant to the
provisions of Section 2.04, and all other amounts payable to such Lender hereunder (including,
but not limited to, any increased costs or other amounts owing Linder Section 2.11 and any
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indemnification for Taxes under Section 2. 14), and, if such Lender is an Issuing Bank, shall pay
to such IsslNng Bank for deposit in an escrow account an amount equal to the Available Amount
of all Letters of Credit issued by such Issuing Bank, whereupon all Letters of Credit issued by
such Issuing Bank shall be deemed to have been issued outside of this Agreement on a bilateral
basis and shall cease for all purposes to constitute a Letter of Credit issued under this Agreement,
and upon such payments, except as otherwise provided below, the obligations of such Lender
hereunder shall, by the provisions hereof, be released and discharged, provided, however, that (i)
such Lender's rights under Sections 2.11, 2.14 and 8.04, and, in the case of an Issuing Bank,
Section 8.04(c), and its obligations under Section 8.04 and 8.08, in each case in accordance with
the terms thereof, shall survive such release and discharge as to matters occurring prior to such
date and (ii) such escrow agreement shall be in a form reasonably agreed to by the Borrower and
such Issuing Bank, but in no event shall either the Borrower or such Issuing Bank require any
waivers, covenants, events of default or other provisions that are more restrictive than or
inconsistent with the provisions of this Agreement. Subject to Section 2.18, the aggregate
amount of the Commitments of the Lenders once reduced pursuant to this Section 2.05(b) may
not be reinstated. The termination of the Commitments of an Affected Lender pursuant to this
Section 2.05(b) will not be deemed to be a waiver of any right that the Borrower, the Agent, any
Issuing Bank or any other Lender may have against the Affected Lender that arose prior to the
date of such termination. Upon any such termination, the Ratable Share of each remaining
Lender will be revised.

Section 2.06 Repayment of Advances. The Borrower shall repay to the Agent for the
ratable account of the Lenders on the Termination Date the aggregate principal amount of the
Advances made by such Lender and then outstanding.

Section 2.07 Interest on Advances.

(a) Scheduled Interest. The Borrower shall pay interest on the unpaid principal
amount of each Advance owing to each Lender f rom the date of  such Advance unti l  such
principal amount shall be paid in full, at the following rates per annum:

( i ) Base Rate Advances. During such periods as such Advance is a Base Rate
Advance, a rate per annum equal at all times to the sum of (x) the Base Rate in effect
from time to time plus (y) the Applicable Rate for Base Rate Advances in effect from
time to time, payable in arrears quarterly on the last day of each March, June, September
and December during such periods and on the date such Base Rate Advance shall be
Converted or paid in full.

( i i ) Eurodollar Rate Advances. During such periods as such Advance is a
Eurodollar Rate Advance, a rate per annum equal at all times during each Interest Period
for such Advance to the sum of (x) the Eurodollar Rate for such Interest Period for such
Advance _, (y) the Applicable Rate for Eurodollar Rate Advances in effect from time
to time, payable in arrears on the last day of such Interest Period and, if such Interest
Period has a duration of more than three months, on each day that occurs during such
Interest Period every three months from the first day of such Interest Period and on the
date such Eurodollar Rate Advance shall be Converted or paid in full.
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(b) Default Interest. Upon the occurrence and ding the continuance of an Event of

Default under Section 6.01(a), the Agent may, and upon the request of the Required Lenders
shall, require the Borrower to pay interest ("Default Interest") on (i) the unpaid principal amount
of each Advance owing to each Lender, payable 'm arrears on the dates referred to in clause (a)(i)
or (a)(ii) above, at a rate per annum equal at all times to 2% per annum above the rate per annum
required to be paid on such Advance pursuant to clause (a)(i) or (a)(ii) above and (ii) to the
fullest extent permitted by Law, the amount of any interest, fee or other amount payable
hereunder that is not paid when due, from the date such amount shall be due until such amount
shall be paid in Ml, payable in arrears on the date such amount shall be paid in full and on

demand, at a rate per annum equal at all times to 2% per annum above the rate per annum
required to be paid on Base Rate Advances pursuant to clause (a)(i) above,provided, however,
that following acceleration of the Advances pursuant to Section 6.01, Default Interest shall
accrue and be payable hereunder whether or not previously required by the Agent.

(c) Interest Rate Limitation. Nothing contained in this Agreement or in any other
Loan Document shall be deemed to establish or require the payment of interest to any Lender at
a rate in excess of the maximum rate permitted by applicable Law. If the amount of interest
payable for the account of any Lender on any interest payment date wouldexceed the maximum
amount permitted by applicable Law to be charged by such Lender, the amount of interest
payable for its account on such interest payment date shall be automatically reduced to such
maximum permissible amount. In the event of any such reduction affecting any Lender, if from
time to time thereafter the amount of interest payable for the account of such Lender on any
interest payment date would be less than the maximum amount permitted by applicable Law to
be charged by such Lender, then the amount of interest payable for its account on such
subsequent interest payment date shall be automatically increased to such maximum permissible
amount, provided that at no time shall the aggregate amount by which interest paid for the
account of any Lender has been increased pursuant to this sentence exceed the aggregate amount
by which interest paid for its account has theretofore been reduced pursuant to the previous
sentence.

Section 2.08 Interest Rate Determination.

(a) The Agent shall give prompt notice to the Borrower and the Lenders of the
applicable interest rate determined by the Agent for purposes of Section 2.07(a).

(b) If the Required Lenders determine that for any reason in connection with any
request for a Eurodollar Rate Advance or a Conversion to or continuation thereof that (a) Dollar
deposits are not being offered to banks in the London interbank eurodollars maker for the
applicable amount and Interest Period of such Eurodollar Rate Advance, (b) adequate and
reasonable means do not exist for determining the Eurodollar Rate for any requested Interest
Period Mth respect to a proposed Eurodollar Rate Advance , or (c) the Eurodollar Rate for any
requested Interest Period with respect to a proposed Eurodollar Rate Advance does not
adequately and fairly reflect the cost to such Lenders of funding such Advance, the Agent will
promptly so notify the Borrower and each Lender, whereupon each Eurodollar Rate Advance
will automatically on the last day of the then existing Interest Period therefor Convert into a Base
Rate Advance. Thereafter, the obligation of the Lenders to make or maintain Eurodollar Rate
Advances shall be suspended until the Agent (upon the instruction of the Required Lenders)
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revokes such notice. Upon receipt of such notice, the Borrower may revoke any pending request
for a Borrowing o£ Conversion to or continuation of Eurodollar Rate Advances or, failing that,
will be deemed to have Converted such request into a request for a Base Rate Advance in the
amount specified therein.

(c) If the Borrower shall fail to select the duration of any Interest Period for any
Eurodollar Rate Advances in accordance with the provisions contained in the definition of
"Interest Period" in Section 1.01, the Agent will forthwith so notify the Borrower and the
Lenders and such Advances will automatically, on the last day of the then existing Interest
Period therefor, Convert into Base Rate Advances.

(d) On the date on which the aggregate unpaid principal amount of Eurodollar Rate
Advances comprising any Borrowing shall be reduced, by payment or prepayment or otherwise,
to less than $10,000,000, such Advances shall automatically Convert into Base Rate Advances.

(G) Upon the occurrence and during the continuance of any Event of Default,

(i) with respect to Eurodollar Rate Advances, each such Advance will
automatically, on the last day of the then existing Interest Period therefor, Convert into a
Base Rate Advance (or if such Advance is then a Base Rate Advance, will continue as a
Base Rate Advance); and

( i i ) the obligation of the Lenders to make Eurodollar Rate Advances or to
Convert Advances into Eurodollar Rate Advances shall be suspended until the Agent
shall notify the Borrower and the Lenders that the circumstances causing such suspension
no longer exist.

Section 2.09 Optional Conversion of Advances. The Borrower may on any Business
Day, upon notice given to the Agent not later than 12:00 noon on the third Business Day prior to
the date of the proposed Conversion and subject to the provisions of Sections 2.08 and 2.12,
Convert all Advances of one Type comprising the same Borrowing into Advances of the other
Type; provided, however, that (a) any Conversion of Eurodollar Rate Advances into Base Rate
Advances shall be made only on the last day of an Interest Period for such Eurodollar Rate
Advances, (b) any Conversion of Base Rate Advances into Eurodollar Rate Advances shall be in
an amount not less than the minimum amount specified in Section 2.02(b) and (c) no Conversion
of any Advances shall result in more separate Borrowings than permitted under Section 2.02(b).
Each such notice of a Conversion shall, within the restrictions specified above, specify (i) the
date of such Conversion, (ii) the Advances to be Converted, and (iii) if such Conversion is into
Eurodollar Rate Advances, the duration of the initial Interest Period for each such Advance.
Each notice of Conversion shall be irrevocable and binding on the Borrower.

Section 2. 10 Prepayments of Advances.

(a) Optional. At any time and from time to time, the Borrower shall have the right to
prepay the Advances, in whole or in part, without premium or penalty (except as provided in
clause (y) below), upon notice at least two Business Days' prior to the date of such prepayment,
in the case of Eurodollar Rate Advances, and not later than 11:00 a.m. on the date of such
prepayment, in the case of Base Rate Advances, to the Agent specifying the proposed date of
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such prepayment and the aggregate principal amount and Type of the Advances to be prepaid
(and, in the case of Eurodollar Rate Advances, the Interest Period of the Borrowing pursuant to
which made), provided, however, that (x) each partial prepayment shall be in an aggregate
principal amount of $10,000,000 or an integral rnudtiple of $1,000,000 in excess thereof and (y)
in the event of any such prepayment of a Eurodollar Rate Advance, the Borrower shall be
obligated to reimburse the Lenders in respect thereof pursuant to Section 8.04(e).

(b) Mandatory.

(i) The Borrower shall prepay the aggregate principal amount of the
Advances, together with accrued interest to the date of prepayment on the principal
amount prepaid, without requirement of demand therefor, or shall pay or prepay any
other Indebtedness then outstanding at any time, when and to the extent required to
comply with applicable Laws of any Governmental Authority or applicable resolutions of
the Board of Directors of the Borrower.

(ii) If for any reason the Total Outstandings at any time exceed the aggregate
Commitments then in effect, the Borrower shall, nth in one Business Day after notice
thereof, prepay Advances and/or Cash Collateralize the L/C Obligations in an aggregate
amount equal to such excess, provided, however, that the Borrower shall not be required
to Cash Collateralize the L/C Obligations pursuant to this Section 2.l0(b) unless, alter the
prepayment in ful l  of  the Advances, the Total Outstandings exceed the aggregate
Commitments then in effect.

Section 2.11 Increased Costs.

(a) Increased Costs Generally. If any Change in Law shall:

( i ) impose,  modi f y or deem appl icable any reserv e,  special  deposi t ,
compulsory loan, insurance charge or similar requirement against assets at; deposits with
or for the account of, or credit extended or participated in by, any Lender (except any
reserve requirement contemplated by Section 2.1 l(e)) or any Issuing Bank, or

(ii) impose on any Lender or any Issuing Bank or the London interbank
market any other condition, cost or expense affecting this Agreement or Eurodollar Rate
'Loans made by such Lender or any Letter of Credit or participation therein,

and the result of any of the foregoing shall be to increase the cost to such Lender of making or
maintaining any Eurodollar Rate Advance (or of maintaining its obligation to make any such
Advance), or to increase the cost to such Lender or such Issuing Bank of participating in, issuing
or maintaining any Letter of Credit (or of maintaining its obligation to participate in or to issue
any Letter of Credit), or to reduce the amount of any sum received or receivable by such Lender
or such Issuing Bank hereunder (whether of principal, interest or any other amount) then, upon
request of such Lender or such Issuing Bank, the Borrower will pay to such Lender or such
Issuing Bank, as the case may be, such additional amount or amounts as will compensate such
Lender or such Issuing Bank, as the case may be, for such additional costs incurred or reduction
suffered. .
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(b) Capital Requirements. If any Lender or any Issuing Bank determines that any
Change in Law affecting such Lender or such Isstu°ng Bank or any Applicable Lending Office of
such Lender or such Lender's or such Issuing Bank's holding company, if any, regarding capital
requirements has or would have the effect of reducing the rate of return on such Lender's or such
Issuing Bank's capital or on die capital of such Lender's or such Issuing Bank's holding
company, if any, as a consequence of this Agreement, the Commitments of such Lender or the
Advances made by, or participations in Letters of Credit held by, such Lender, or the Letters of
Credit issued by such Issuing Bank, to a level below that which such Lender or such Issuing
Bank or such Lender's or such Issuing Bank's holding company could have achieved but for
such Change in Law (taking into consideration such Lender's or such Issuing Bank's policies
and the policies of such Lender's or such Issuing Bank's holding company with respect to capital
adequacy), then from.time to time the Borrower will pay to such Lender or such Issuing Bank, as
the case may be, such additional amount or amounts as will compensate such Lender or such
Issuing Bank or such Lender's or such Issuing Bank's holding company for any such reduction
suffered.

(c) Certificates for Reimbursement A certificate of a Lender or an Issuing Bank
setting forth the amount or amounts necessary to compensate such Lender or such Issuing Bank
or its holding company, as the case may be, as specified in subsection (a) or (b) of this Section
and delivered to the Borrower shall be conclusive absent manifest error. The Borrower shall pay
such Lender or such Issuing Bank, as the case may be, the amount shown as due on any such
certificate within 30 days alter receipt thereof

(d) Delav in Requests. Failure or delay on the part of any Lender or any Issuing
Bank to demand compensation pursuant to the foregoing provisions of this Section shall not
constitute a waiver of such Lender's or such Issuing Bank's right to demand such compensation,
provided that the Borrower shall not be required to compensate a Lender or an Issuing Bank
pursuant to the foregoing provisions of this Section for any increased costs incurred or reductions
suffered more than three months prior to the date that such Lender or such Issuing Bank, as the
case may be, notifies the Borrower of the Change in Law giving rise to such increased costs or
reductions and of such Lender's or such Issuing Bank's intention to claim compensation therefor
(except that, if the Change in Law giving rise to such increased costs or reductions is retroactive,
then the three-month period referred to above shall be extended to include the period of
retroactive effect thereof) .

(e) Reserves on Eurodollar Rate Loans. The Borrower shall pay to each Lender, as
long as such Lender shall be required to maintain reserves with respect to liabilities or assets
consisting of or including Eurocurrency funds or deposits (currently known as "Eurocurrency
liabilities"), additional interest on the unpaid principal amount of each Eurodollar Rate Advance
equal to the actual costs of such reserves allocated to such Advance by such Lender (as
determined by such Lender in good faith, which determination shall be conclusive absent
manifest error), which shall be due and payable on each date on which interest is payable on such
Loan,providedthe Borrower shall have received at least 30 days' prior notice (with a copy to the
Agent) of such additional interest from such Lender. If a Lender fails to give notice 30 days
prior to the relevant interest payment date, such additional interest shall be due and payable 30
days from receipt of such notice.
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Section 2. 12 _
introduction of or any change in any applicable Law or in the interpretation or administration
thereof by any Governmental Authority charged with the interpretation or administration thereof,
or compliance with any guideline or request from any such Governmental Authority (whether or
not having the force of law), for any Lender or its Applicable Lending Office to make, maintain
or fund Eurodollar Rate Advances, or to determine or charge interest rates based upon the
Eurodollar Rate, or any Govemmentd Authority has imposed material restrictions on the
authority of such Lender to purchase or sell, or to take deposits of, Dollars in the London
interbank market, then, on notice thereof by such Lender to the Borrower through the Agent, any
obligation of such Lender to make or continue Eurodollar Rate Advances or to convert Base Rate
Advances to Eurodollar Rate Advances shall be suspended until such Lender notifies the Agent
and the Borrower that the circumstances giving rise to such determination no longer exist. Upon
receipt of such notice, the Borrower shall, upon demand from such Lender (with a copy to the
Agent), prepay or, if applicable, convert all Eurodollar Rate Advances of such Lender to Base
Rate Advances, either on the last day of the Interest Period therefor, if such Lender may lawry
continue to maintain such Eurodollar Rate Advances to such day, or immediately, if such Lender
may not lawfully continue to maintain such Eurodollar Rate Advances. Upon any such
prepayment or conversion, the Borrower shall also pay accrued interest on the amount so prepaid
or converted.

Illegality. If any Lender shall have determined in good faith that the

Section2.13 Payments and Computations.

(a) All payments to be made by the Borrower shall be made without condition or
deduction for any counterclaim, defense, recoupment or setoff The Borrower shall make each
payment hereunder not later than 1:00 p.m. on the day when due in U.S. dollars to the Agent at
the Agent's Account in same day funds. The Agent will promptly thereafter cause to be
distributed like funds relating to the payment of principal, interest, fees or commissions ratably
(other than amounts payable pursuant to Section 2.05(b), 2.1 l, 2.12, 2.14, 2.20 or 8.04(e)) to the
Lenders for the account of their respective Applicable Lending Offices, and like funds relating to
the payment of any other amount payable to any Lender to such Lender for the account of its
Applicable Lending Office, in each case to be applied in accordance with the terms of this
Agreement. Upon any Assuming Lender becoming a Lender hereunder as a result of a
Commitment Increase pursuant to Section 2.18, and upon the Agent's receipt of such Lender's
Assumption Agreement and recording of the information contained therein in the Register, firm
and after the applicable Increase Date, the Agent shall make all payments hereunder and under
any Notes issued in connection therewith in respect of the interest assumed thereby to the
Assuming Lender. Upon its acceptance of an Assignment and Assumption and recording of the
information contained therein in the Register pursuant to Section 8.07(c), from and after the
effective date specified in such Assignment and Assumption, the Agent shall make all payments
hereunder and under the Notes in respect of the interest assigned thereby to the Lender assignee
thereunder, and the parties to such Assignment and Assumption shall make all appropriate
adjustments in such payments for periods prior to such effective date directly between
themselves.

(b) All computations of interest based on the Base Rate or the Federal Funds Rate
shall be made by the Agent on the basis of a year of 365 or 366 days, as the case may be, and all
computations of interest based on the Eurodollar Rate and of fees and Letter of Credit
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commissions shall be made by the Agent on the basis of a year of 360 days, in each case for the
actual number of days (including the first day but excluding the last day) occurring in the period
for which such interest, fees or commissions are payable. Each determination by the Agent of an
interest rate hereunder shall be conclusive and binding for all purposes, absent manifest error.

(c) Whenever any payment hereunder or under the Notes shall be stated to be due on
a day other than a Business Day, such payment shall be made on the next succeeding Business
Day, and such extension of time shall in such case be included in the computation of payment of
interest, fees or commissions, as the case may be, provided, however, that, if  such extension
would cause payment of interest on or principal of Eurodollar Rate Advances to be made in the
next following calendar month, such payment shall be made on the next preceding Business Day.

(d) Unless the Agent shall have received notice from the Borrower prior to the date
on which any payment is due to the Lenders hereunder that the Borrower will not make such
payment in full, the Agent may assume that the Borrower has made such payment in full to the
Agent on such date and the Agent may, in reliance upon such assumption, cause to be distributed
to each Lender on such due date an amount equal to the amount then due such Lender. If and to
the extent the Borrower shall not have so made such payment in full to the Agent, each Lender
shall repay to the Agent forthwith on demand such amount distributed to such Lender together
with interest thereon, for each day from the date such amount is distributed to such Lender until
the date such Lender repays such amount to the Agent, at the Federal Funds Rate.

Section 2.14 Taxes.

(a) Payments Free of Taxes, Obligation to Withheld, Pavements on Account of Taxes.

( i ) Any and all payments by or on account of any obligation of the Borrower
hereunder or under any other Loan Document shall to the extent permitted by applicable
Laws be made free and clear of and without reduction or withholding for any Taxes. If;
however, applicable Laws require the Borrower or the Agent to withhold or deduct any
Tax, such Tax shall be withheld or deducted in accordance with such Laws as determined
by the Borrower or the Agent, as the case may be, upon the basis of the information and
documentation to be delivered pursuant to subsection (e) below.

( i i ) If  the Borrower or die Agent shall be required by the Internal Revenue
Code to withhold or deduct any Taxes, including both United States Federal backup
withholding and withholding taxes, from any payment, then (A) the Agent shall withhold
or Make such deductions as are determined by the Agent to be required based upon die
information and documentation it has received pursuant to subsection (e) below, (B) the
Agent  shal l  t imely  pay the f u l l  amount  wi thheld or  deducted to the re lev ant
Governmental Authority in accordance with the Internal Revenue Code, and (C) to the
extent that the withholding or deduction is made on account of Indemnified Taxes or
Other Taxes, the sum payable by the Borrower shall be increased as necessary so that
af ter any required withholding or the malting of  al l  required deductions (including
deductions applicable to additional sums payable under this Section) the Agent, Lender
or Issuing Bank, as the case may be, receives an amount equal to the sum it would have
received had no such withholding or. deduction been made.
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(b) Pavement of Other Taxes by the Borrower. Without limiting the provisions of
subsection (a) above, the Borrower shall timely pay any Other Taxes to the relevant
Govemmentd Authority in accordance with applicable Laws.

(c) Tax Indemnifications.

(i) Without limiting the provisions of subsection (a) or (b) above, the
Borrower shall, and does hereby, indemnify the Agent, each Lender and each Issuing
Bank, and shall make payment in respect thereof within 30 days after written demand
therefor, for the full amount of any Indemnified Taxes or Other Taxes (including
Indemnified Taxes or Other Taxes imposed or asserted on or attributable to amounts
payable under this Section) withheld or deducted by the Borrower or the Agent or paid by
the Agent, such Lender or such Issuing Bank, as the case may be, and any penalties,
interest and reasonable expenses arising therefrom or with respect thereto, whether or not
such Indemnified Taxes or Other Taxes were correctly or legally imposed or asserted by
the relevant Governmental Authority. The Borrower shall also, and does hereby,
indemnify the Agent, and shall make payment in respect thereof within 10 days after
demand therefor, for any amount which a Lender or an Issuing Bank for any reason fails
to pay indefeasibly to the Agent as required by clause (ii) of this subsection. A certificate
as to the amount of any such payment or liability delivered to the Borrower by a Lender
or an Issuing Bank (with a Copy to the Agent), or by the Agent on its own behalf or on
behalf of a Lender or an Issuing Bank, shall be conclusive absent manifest error.

(ii) Without limiting the provisions of subsection (a) or (b) above, each
Lender and each Issuing Bank shall, and does hereby, indemnify the Borrower and the
Agent, and shall make payment in respect thereof within 30 days after demand therefor,
against any and all Taxes and any and all related losses, claims, liabilities, penalties,
interest and expenses (including the fees, charges and disbursements of any counsel for
the Borrower or the Agent) incurred by or asserted against the Borrower or the Agent by
any Governmental Authority as a result of the failure by such Lender or such Issuing
Bank, as the case may be, to deliver, or as a result of the inaccuracy, inadequacy or
deficiency cl any documentation required to be delivered by such Lender or such Issuing
Bank, as the case may be, to the Borrower or the Agent pursuant to subsection (e). Each
Lender and each Issuing Bank hereby authorizes the Agent to set off and apply any and
all amounts at any time owing to such Lender or such Issuing Bank, as the case may be,
under this Agreement or any other Loan Document against any amount due to the Agent
under this clause (ii). The agreements in this clause (ii) shall survive the resignation
and/or replacement of the Agent, any assignment of rights by, or the replacement of, a
Lender or an Issuing Bank, the termination of the Commitments and the repayment,
satisfaction or discharge of all other Obligations.

(d) Evidence of Payments. Upon request by the Borrower or the Agent, as the case
may be, after any payment of Taxes by the Borrower or by the Agent to a Governmental
Authority as provided in this 2.14, the Borrower shall deliver to the Agent or the Agent shall
deliver to the Borrower, as the case may be, the original or a certified copy of a receipt issued by
such Governmental Authority evidencing such payment, a copy of any return required by Laws
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to report such payment or other evidence of such payment reasonably satisfactory to the
Borrower or the Agent, as the case may be.

(c) Status of Lenders. Tax Documentation.

(i) Each Lender shall deliver to the Borrower and to the Agent, at the time or
times prescribed by applicable Laws or when reasonably requested by the Borrower or
the Agent, such properly completed and executed documentation prescribed by
applicable Laws or by the taxing authorities of any jurisdiction and such other reasonably
requested infomationas will permit the Borrower or the Agent, as the case may be, to
determine (A) whether or not payments made hereunder or under any other Loan
Document are subject to Taxes, (B) if applicable, the required rate of withholding or
deduction, and (C) such Lender's entitlement to any available exemption from, or
reduction of, applicable Taxes in respect of all payments to be made to such Lender by
the Borrower pursuant to this Agreement or otherwise to establish such Lender's status
for withholding tax purposes in the applicable jurisdiction.

(i i) Without limiting the generality of the foregoing, if the Borrower is
resident for tax purposes in the United States,

(A) any Lender that is a "United States person" within the meaning of
Section 7701(a)(30) of the Internal Revenue Code shall deliver to the Borrower
and the Agent executed originals of Internal Revenue Service Form W-9 or such
other documentation or information prescribed by applicable Laws or reasonably
requested by the Borrower or the Agent as will enable the Borrower or the Agent,
as the case may be, to determine whether or not such Lender is subject to backup
withholding or information reporting requirements; and

(B) each Foreign Lender that is entitled under the Internal Revenue
Code or any applicable treaty to an exemption from or reduction of withholding
tax with respect to payments hereunder or under any other Loan Document shall
deliver to the Borrower and the Agent (in such number of copies as shall be
requested by the recipient) on or prior to die date on which such Foreign Lender
becomes a Lender under this Agreement (and from time to time thereafter upon
the request of the Borrower or the Agent, but only if such Foreign Lender is
legally entitled to do so), whichever of the following is applicable:

(1) executed originals of Internal Revenue Service Form W-
8BEN claiming eligibility for benefits of an income tax treaty to which the
United States is a party,

(2) executed originals of Internal Revenue Service Form W-
8Ec1,

(3) executed originals of Internal Revenue Service Form W-
SIMY and all required supporting documentation,
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(4) in the case of a Foreign Lender claiming the benefits of the
exemption for portfolio interest under section 881(c) of the Internal
Revenue Code, (x) a certificate to the effect that such Foreign Lender is
not (A) a "bank" within the meaning of section 881(c)(3)(A) of the
Internal Revenue Code, (B) a "10 percent shareholder" of the Borrower
within the meaning of section 881(c)(3)(B) of the Internal Revenue Code,
or (C) a "controlled foreign corporation" described in section 88l(c)(3)(C)
of the Internal Revenue Code and (y) executed originals of Internal
Revenue Service Form W-8BEN, or

(5) executed originals of any other form prescribed by
applicable Laws as a basis for claiming exemption from or a reduction in
United States Federal withholding tax together with such supplementary
documentation as may be prescribed by applicable Laws to permit the
Borrower or the Agent to determine the withholding or deduction required
to be made.

(iii) Each Lender shall promptly (A) notify the Borrower and the Agent of any
change in circumstances which would modify or render invalid any claimed exemption or
reduction, and (B) take such steps as shall not be materially disadvantageous to it, in the
reasonable judgment of such Lender, and as may be reasonably necessary (including the
re-designation of its Applicable Lending Office) to avoid any requirement of applicable
Laws of any jurisdiction that the Borrower or the Agent make any withholding or
deduction for taxes from amounts payable to such Lender.

(t) Treatment of Certain Refunds. Unless reqtulred by applicable Laws, at no time
shall the Agent have any obligation to file for or otherwise pursue on behalf of a Lender or an
Issuing Bank, or have any obligation to pay to any Lender or any Issuing Bank, any refund of
Taxes withheld or deducted from funds paid for the account of such Lender or such Issuing
Bank, as the case may be. If the Agent, any Lender or any Issuing Bank determines, in its sole
discretion, that it has received a refund of any Taxes or Other Taxes as to which it has been
indemnified by the Borrower or with respect to which the Borrower has paid additional amounts
pursuant to this Section, it shall pay to the Borrower an amount equal to such refiled (but only to
the extent of indemnity payments made, or additional amounts paid, by the Borrower under this
Section with respect to the Taxes or Other Taxes giving rise to such refund), net of all reasonable
out-of-pocket expenses incurred by the Agent, such Lender or such Issuing Bank, as the case
may be, and without interest (other than any interest paid by the relevant Governmental
Authority with respect to such refund), provided that the Borrower, upon the request of the
Agent, such Lender or such Issuing Bank, agrees to repay the amount paid over to the Borrower
(plus any penalties, interest or other charges imposed by the relevant Governmental Authority) to
the Agent, such Lender or such Isslulng Bank in the event the Agent, such Lender or such Issuing
Bank is required to repay such refund to such Governmental Authority. This subsection shall not
be construed to require the Agent, any Lender or any Issuing Bank to make available its tax
returns (or any other information relating to its taxes that it deems confidential) to the Borrower
or any other Person.
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(g) Pavements. Failure or delay on the part of the Agent, any Lender or any Issuing
Bank to demand compensation pursuant to the foregoing provisions of this Section 2.14 shall not
constitute a waiver of the Agent's, such Lender's or such Issuing Bank's right to demand such
compensation, provided that the Borrower shall not be required to compensate the Agent, a
Lender or an Issuing Bank pursuant to the foregoing provisions of this Section 2.14 for any
Indemnified Taxes or Other Taxes imposed or asserted by the relevant Governmental Authority
more than three months prior to the date that the Agent, such Lender or such Issuing Bank, as the
case may be, claims compensation with respect thereto (except that, if a Change in Law giving
rise to such Indemnif ied Taxes or Other Taxes is retroactive, then the three-month penlod
referred to above shall be extended to include the period of retroactive effect thereof).

(h) Each of the Agent, any Issuing Bank or any Lender agrees to cooperate with any
reasonable request made by the Borrower in respect of a claim of a refund in respect of
Indemnified Taxes as to which it has been indemnified by the Borrower or with respect to which
the Borrower has paid additional amounts pursuant to this Section 2.14 if (i) the Borrower has
agreed in writing to pay all of the Agent's or such Issuing Bank's or such Lender's reasonable
out-of-pocket costs and expenses relating to such claim, (ii) the Agent or such IssLu'ng Bank or
such Lender determines, in its good faith judgment, that it would not be disadvantaged, unduly
burdened or prejudiced as a result of such claim and (iii) the Borrower furnishes, upon request of
the Agent, or such Issuing Bank or such Lender, an opinion of tax counsel (such opinion, which
can be reasoned, and such counsel to be reasonably acceptable to such Lender, or such Issuing
Bank or the Agent) that the Borrower is likely to receive a refund or credit.

Section 2.15 Sharing of Payments, Etc. I f  any Lender shal l  obtain any payment
(whether voluntary, involuntary, through the exercise of any right of set-off, or otherwise) on
account of the Advances or L/C Advances owing to it (other than pursuant to Section 2.05(b),
2.11, 2.12, 2.14, 2.20 or 8.04(e) or any payment obtained by a Lender as consideration for the
assignment of or sale of a participation in any of its Advances or participations in Letters of
Credit to any assignee or participant, other than to the Borrower or any Subsidiary thereof if
permitted hereby (as to which the provisions of this Section 2.15 shall apply) in excess of its
Ratable Share of payments on account of the Advances obtained by all the Lenders, such Lender
shall forthwith purchase from the other Lenders (for cash at face value) such participations in the
Advances owing to them as shall be necessary to cause such purchasing Lender to share the
excess payment ratably with each of them, provided, however, that if all or any portion of such
excess payment is thereafter recovered from such purchasing Lender, such purchase from each
Lender shall be rescinded and such Lender shall repay to the purchasing Lender the purchase
price to the extent of such recovery together with an amount equal to such Lender's Ratable
Share (according to the proportion of (i) the amount of such Lender's required repayment to (ii)
the total amount so recovered from the purchasing Lender) of any interest or other amount paid
or payable by the purchasing Lender in respect of the total amount so recovered. The Borrower
agrees that any Lender so purchasing a participation from another Lender pursuant to this
Section 2.15 may, to the fullest extent permitted by Law, exercise all its rights of payment
(including the right of set-oft) with respect to such participation as fully as if such Lender were
the direct creditor of the Borrower in the amount of such participation.
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Section 2.16 Evidence of Debt.

(a) Each Lender shall maintain in accordance with its usual practice an account or
accounts ev idencing the indebtedness of the Borrower to such Lender resulting from each
Advance owing to such Lender from time to time, including the amounts of principal and interest
payable and paid to such Lender from time to time hereunder in respect of Advances. The
Borrower agrees that upon notice by any Lender to the Borrower (with a copy of such notice to
the Agent) to the effect that a Note is required or appropriate in order for such Lender to
evidence (whether for purposes of pledge, enforcement or otherwise) the Advances owing to, or
to be made by, such Lender, the Borrower shall promptly execute and deliver to such Lender a
Note payable to the order of such Lender in a principal amount up to the Revolv ing Credit
Commitment of such Lender.

(b) The Register maintained by the Agent pursuant to Section 8.07(c) shall include a
control accost, and a subsidiary account for each Lender, in which accounts (tdren together)
shall be recorded (i) the date and amount of each Borrowing made hereunder, the Type of
Advances comprising such Borrowing and, if appropriate, the Interest Period applicable thereto,
(ii) the terms of each Assumption Agreement and each Assignment and Assumption delivered to
and accepted by it, (iii) the amount of any principal or interest due and payable or to become due
and payable from the Borrower to each Lender hereunder and (iv) the amount of any sum
received by the Agent from the Borrower hereunder and each Lender's share thereof.

(c) Entries made in good faith by the Agent in the Register pursuant to subsection (b)
above, and by each Lender in its account or accounts pursuant to subsection (a) above, shall be
prima facie evidence of the amount of principal and interest due and payable or to become due
and payable from the Borrower to, in the case of the Register, each Lender and, in the case of
such account or accounts, such Lender, under this Agreement, absent manifest error, provided,
however, that the failure of the Agent or such Lender to make an entry, or any finding that an
entry is incorrect, in the Register or such account or accounts shall not limit or otherwise affect
the obligations of the Borrower under this Agreement.

Section 2.17 Use of Proceeds. The proceeds of the Advances shall be available (and
the Borrower agrees that it shall use such proceeds) solely to refinance Indebtedness of the
Borrower from time to time and for other general corporate purposes of the Borrower.

Section 2. I8 Increase in the Aggregate Revolving Credit Commitments.

(a) The Borrower may, at any time prior to the Termination Date, by notice to Me
Agent, request that the aggregate amount of the Revolving Credit Commitments be increased by
an amount of $10,000,000 or an integral multiple thereof (each a "Commitment Increase") to be
effective as of a date that is at least 90 days prior to the Termination Date (the "Increase Date")
as specified in the related notice to the Agent; provided, however that (i) in no event shall the
aggregate amount of the Revolving Credit Commitments at any time exceed $300,000,000 or the
aggregate amount of Commitment Increases exceed $100,000,000 and (ii) on the date of any
request by the Borrower for a Commitment Increase and on the related Increase Date, the
applicable conditions set forth in this Section 2.18 shall be satisfied.
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(b) The Agent shall promptly notify the Lenders of a request by the Borrower for a
Commitment Increase, which notice shall include (i) the proposed amount of such requested
Commitment Increase, (ii) the proposed Increase Date and (iii) the date by which Lenders
wishing to participate in the Commitment Increase must commit to an increase in the amount of
their respective Revolving Credit Commitments (the "Commitment Date"). Each Lender that is
willing to participate in such requested Commitment Increase (each an "Increasing Lender")
shall, in its sole discretion, give written notice to the Agent on or prior to the Commitment Date
of the amount by which it is willing to increase its Revolving Credit Commitment. If the
Lenders notify the Agent that they are willing to increase the amount of their respective
Revolving Credit Commitments by an aggregate amount that exceeds the amount of the
requested Commitment Increase, the requested Commitment Increase shall be allocated among
the Lenders willing to participate therein in such amounts as are agreed between the Borrower
and the Agent.

(c) Promptly following each Commitment Date, the Agent shall notify the Borrower
as to the amount, if any, by which the Lenders are willing to participate in the requested
Commitment Increase. If the aggregate amount by which the Lenders are willing to participate
in any requested Commitment Increase on any such Commitment Date is less than the requested
Commitment Increase, then the Borrower may extend offers to one or more Eligible Assignees to
participate in any portion of the requested Commitment Increase that has not been committed to
by the Lenders as of the applicable Commitment Date, provided, however, that the Revolving
Credit Commitment of each such Eligible Assignee shall be in an amount of not less than
$10,000,000.

(d) On each Increase Date, each Eligible Assignee that accepts an offer to participate
in a requested Commitment Increase in accordance with Section 2.18(b) (each such Eligible
Assignee, an "Assuming Lender") shall become a Lender party to this Agreement as of such
Increase Date and the Revolving Credit Commitment of each Increasing Lender for such
requested Commitment Increase shall be so increased by the amount by which the Increasing
Lender agreed to increase its Revolving Credit Commitment (or by the amount allocated to such
Lender pursuant to the last sentence of Section 2.18(b)) as of such Increase Date, provided,
however, that the Agent shall have received on or before such Increase Date the following, each
dated such date :

(i) (A) certified copies of resolutions of the Board of Directors of the
Borrower approving the Commitment Increase and the corresponding modifications to
this Agreement, (B) an opinion of counsel for the Borrower (which may be in-house
counsel), in form and substance reasonably acceptable to the Required Lenders and (C) a
certificate from a duly authorized officer of the Borrower, stating that the conditions set
forth in Section 3.02(a) and (b) are satisfied;

(ii) an assumption agreement Hom each Assuming Lender, if any, in form and
substance satisfactory to the Borrower and the Agent (each an "Assumption
Agreement"), duly executed by such Assuming Lender, the Agent and the Borrower; and
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(iii) confirmation from each Increasing Lender of the increase in the amount of
its Revolving Credit Commitment in a writing satisfactory to the Borrower and the
Agent.

On each Increase Date, upon fulfillment of the conditions set forth in the immediately preceding
sentence of  this Section 2. l8(d), the Agent shal l  not i fy the Lenders (including, wi thout
limitation, each Assuming Lender) and the Borrower, on or before 1:00 p.m., by telecopier, of
the occurrence of the Commitment Increase to be effected on such Increase Date and shall record
in the Register the relevant information with respect to each Increasing Lender and each
Assuming Lender on such date. Each Increasing Lender and each Assuming Lender shall, before
2:00 p.m. on the Increase Date, make available for the account of its Applicable Lending Office
to the Agent at the Agent's Account, in same day funds, in the case of such Assuming Lender, an
amount equal to such Assuming Lender's Ratable Share of the Borrowings then outstanding
(calculated based on its Revolv ing Credit Commitment as a percentage of the aggregate
Revolv ing Credit Commitments outstanding after giv ing effect to the relevant Commitment
Increase) and, in the case of such Increasing Lender, an amount equal to the excess of (i) such
Increasing Lender's Ratable Share of the Borrowings then outstanding (calculated based on its
Revolving Credit Commitment as a percentage of the aggregate Revolving Credit Commitments
outstanding after giving effect to the relevant Commitment Increase) over (ii) such Increasing
Lender's Ratable Share of the Borrowings then outstanding (calculated based on its Revolving
Credit Commitment (without giving effect to the relevant Commitment Increase) as a percentage
of  the aggregate Revolv ing Credi t  Commitments (wi thout giv ing ef fect to the relevant
Commitment Increase). After the Agent's receipt of such funds from each such Increasing
Lender and each such Assuming Lender, the Agent wi l l  promptly thereaf ter cause to be
distributed like funds to the other Lenders for the account of their respective Applicable Lending
Offices in an amount to each other Lender such that the aggregate amount of the outstanding
Advances org to each Lender after giv ing effect to such distribution equals such Lender's
Ratable Share of the Borrowings then outstanding (calculated based on its Revolving Credit
Commitment as a percentage of the aggregate Revolving Credit Commitments outstanding after
giving effect to the relevant Commitment Increase).

Section 2.19 Affected Lenders. Notwithstanding any provision of this Agreement to
the contrary, if any Lender becomes an Affected Lender, then the following provisions shall
apply for so long as such Lender is an Affected Lender:

(a) fees shall cease to accrue on the Unused Commitment of such Affected Lender
pursuant to Section 2.04(a);

(b) the Revolving Credit Commitment and Advances of such Affected Lender shall
not be included in determining whether the Required Lenders have taken or may take any action
hereunder (including any consent to any amendment or waiver pursuant to Section 8.01), other
than any waiver, amendment or modification requiring the consent of all Lenders or of each
Lender affected;

(c) if there shall be any Available Amount under any outstanding Letter of Credit
during any time a Lender is an Affected Lender, then:
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(i) all or any part of the Available Amount of all such Letters of Credit shall
be reallocated among the non-Affected Lenders in accordance with their respective
Ratable Shares (disregarding any Affected Lender's Revolving Credit Commitment) but
only to the extent that with respect to each non-Affected Lender the sum of (A) the
aggregate principal amount of all Advances made by such non-Affected Lender (in its
capacity as a Lender) and outstanding at such time plus (B) such non-Affected Lender's
Ratable Share (after giving effect to the reallocation contemplated in this Section
2.l9(c)(i)) of the outstanding L/C Obligations, does not exceed such non-Affected
Lender's Revolving Credit Commitment;

(i i) if the Ratable Share of the Available Amount of outstanding Letters of
Credit of the non-Affected Lenders is reallocated pursuant to Section 2.19(c), then the
fees payable to the Lenders pursuant to Section 2.04(a) and Section 2.04(b) shall be
adjusted in accordance with such non-Affected Lenders' Ratable Shares, and

(i i i) if the Affected Lender's Ratable Share (the "Affected Lender Share") of
the Available Amount of all outstanding Letters of Credit is not reallocated pursuant to
Section 2.l9(c), then, without prejudice to any lights or remedies of any Issuing Bank or
any Lender hereunder, the fee payable under Section 2.04(b) with respect to such
Affected Lender Share shall be payable to the Issuing Bank until such Affected Lender
Share is reallocated;

(d) to the extent the Agent receives any payments or other amounts for die account of
an Affected Lender under this Agreement, such Affected Lender shall be deemed to have
requested that the Agent use such payment or other amount to fulfill such Affected Lender's
previously unsatisfied obligations to fund an Advance under Section 2.03(c) or L/C Advance or
any other unfunded payment obligation of such Affected Lender under this Agreement, and

(e) for the avoidance of doubt, the Borrower, each Issuing Bank, the Agent and each
other Lender shall retain and reserve its odler rights and remedies respecting each Affected
Lender.

In the event that the Agent, the Borrower and the Issuing Banks each agrees that an
Affected Lender has adequately remedied all matters that caused such Lender to be an Affected
Lender, then the Ratable Shares of the Lenders shall be readjusted to reflect the inclusion of such
Lender's Revolving Credit Commitment and on such date such Lender shall purchase at par such
of the Advances of the other Lenders as the Agent shall determine may be necessary in order for
such Lender to hold such Advances in accordance with its Ratable Share. In addition, at such
time as the Affected Lender is replaced by another Lender pursuant to Section 2.20, the Ratable
Shares of the Lenders will be readjusted to ref lect the inclusion of the replacing Lender's
Commitment in accordance with Section 2.20. In either such case, this Section 2.19 will no
longer apply.

Section 2.20 Replacement of Lenders. If any Lender requests compensation under
Section 2.1 1, or if the Borrower is required to pay any additional amount to any Lender or any
Governmental Authority for the account of any Lender pursuant to Section 2. 14, or if any Lender
is an Affected Lender, then the Borrower may, at its sole expense and effort, upon notice to such
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Lender and the Agent, require such Lender to assign and delegate, Mthout recourse (in
accordance with and subject to the restrictions contained in, and consents required by, Section
8.07), all of its interests, rights and obligations under this Agreement and the related Loan
Documents to one or more assignees that shall assume such obligations (which any such assignee
may be another Lender, if a Lender accepts such assignment),providedthat:

ca)
8.07(b);

the Borrower shall have paid to the Agent the assignment fee specified in Section

(b) such Lender shall have received payment of an amount equal to the outstanding
principal of its Advances and L/C Advances, accrued interest thereon, accrued fees and all other
amounts payable to it hereunder and under the other Loan Documents (including any amounts
under Section 8.04(e)) from the assignee (to the extent of such outstanding principal and accrued
interest and fees) or the Borrower (in the case of all other amounts),

(c) in the case of any such assignment resulting from a claim for compensation under
Section 2.11 or payments required to be made pursuant to Section 2.14, such assignment will
result in a reduction in such compensation or payments thereafter, and

<d) such assignment does not conflict with applicable Laws.

A Lender shall not be required to make any such assignment or delegation ii prior
thereto, as a result of a waiver by such Lender or otherwise, the circumstances entitling the
Borrower to require such assignment and delegation cease to apply,

ARTICLE 111

CONDITIONS PRECEDENT

Section 3.0l Conditions Precedent to Effectiveness. This Agreement shall become
effective on and as of the first date (the "Effective Date") on which the following conditions
precedent have been satisfied:

(a) The Lenders shall have been given such access to the management, records, books
of account, contracts and properties of the Borrower and its Subsidiaries as they shall have
requested.

(b) The Borrower shall have paid all accrued fees and agreed expenses of the Agent,
the Arrangers and the Lenders and the reasonable accrued fees and expenses of counsel to the
Agent that have beeninvoiced at least one Business Day prior to the Effective Date.

(c) On the Effective Date, the following statements shall be true and the Agent shall
have received a certificate signed by a duly authorized officer of the Borrower, dated the
Effective Date, stating that:

(i) The representations and warranties contained in Section 4.01 are true and
correct on and as of the Effective Date, and
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(ii) No event has occurred and is continuing that constitutes a Default.

(d) The Agent shall have received on or before the Effective Date the following, each
dated such day, in form and substance satisfactory to the Agent and the Lenders:

(i) Receipt by the Agent of executed counterparts of this Agreement properly
executed by a duly authorized officer of the Borrower and by each Lender.

(ii) The Notes, payable to .the order of the Lenders to the extent requested by
any Lender pursuant to Section 2. 16.

(iii) The articles of incorporation of the Borrower certified to be true and
complete as of a recent date by the appropriate governmental authority of the state or
other jurisdiction of its incorporation and certified by a secretary, assistant secretary or
associate secretary of the Borrower to be true and correct as of the Effective Date.

( iv ) The bylaws of the Borrower certified by a secretary, assistant secretary or
associate secretary of the Borrower to be true and correct as of the Effective Date.

(v) Certified copies of the resolutions of the Board of Directors of the
Borrower approving this Agreement and the Notes, and of all documents evidencing
other necessary corporate action and governmental approvals, if any, with respect to this
Agreement and the Notes.

(v i ) A certificate of the secretary, assistant secretary or associate secretary of
the Borrower certifying the names and true signatures of the officers of the Borrower
authorized to sign this Agreement and the Notes and the other documents to be delivered
hereunder.

(vii) A certificate as of a recent date from the Borrower's state of incorporation
evidencing that the Borrower is in good standing in its state of organization or formation.

(viii) A favorable opinion of Snell & Wilmer L.L.P., counsel for the Borrower,
in form and substance reasonably acceptable to the Lenders.

(e) Concurrently with or before the Effective Date, (i) all principal, interest and other
amounts outstanding under the Borrower's existing Amended and Restated Credit Agreement
dated as of December 9, 2005 (the "Existing Senior Credit Agreement") shall be repaid and
satisf ied in ful l ,  ( i i ) al l  commitments to extend credi t  under the Exist ing Senior Credi t
Agreement shall be terminated and (iii) any letters of credit outstanding under the Existing
Senior Credit Agreement shall have been terminated, canceled or replaced, and the Agent shall
have received evidence of the foregoing satisfactory to it, including an escrow agreement or
payoff letter executed by the lenders or the agent under die Existing Senior Credit Agreement.

Section 3.02 Conditions Precedent to Each Credit Extension and Commitment Increase.
The obligation of each Lender to make an Advance (other than an L/C Advance or a Base Rate
Advance made pursuant to Section 2.03(c)) on the occasion of each Borrowing, the obligation of
each Issuing Bank to issue a Letter of Credit, and each Commitment Increase shall be subj et to
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the conditions precedent that the Effective Date shall have occurred and on the date of such
Borrowing or such issuance (as the case may be), or the applicable Increase Date, the following
statements shall be true (and each of the giving of the applicable Notice of Borrowing or request
for issuance and the acceptance by the Borrower of the proceeds of such Borrowing shall
constitute a representation and warranty by the Borrower that on the date of such Borrowing or
date of such issuance such statements are true) :

(a) the representations and warranties contained in Section 4.01 (other than Section
4.01(k), and in the case of a Borrowing or issuance, Section 4.01(e)(ii) and 4.0l(f)(ii)) are correct
on and as of such date, before and after giving effect to such Borrowing or issuance, or such
Commitment Increase and to the application of the proceeds therefrom, as though made on and
as of such date, and

(b) no event has occurred and is continuing, or would result from such Borrowing or
issuance, or such Commitment Increase or from the application of the proceeds therefrom, that
constitutes a Default.

Each request for Credit Extension (which shall not include a Conversion or a
continuation of Eurodollar Rate Advances) submitted by the Borrower shall be deemed to be a
representation and warranty that the conditions specified in Sections 3.02(a) and (b) have been
satisfied on and as of the date of the applicable Credit Extemion.

Section 3.03 Determinations Under Section 3.01. For purposes of determining
compliance with the conditions specified in Section 3.01 and the satisfaction of each Lender with
respect to letters delivered to it from the Borrower as set forth in Sections 4.0l(a), 4.01(e) and
4.0l(f), each Lender that has signed this Agreement shall be deemed to have consented to,
approved or accepted or to be satisfied with each document or other matter required thereunder
to be consented to or approved by or acceptable or satisfactory to the Lenders unless an officer of
the Agent responsible for the transactions contemplated by this Agreement shall have received
notice from such Lender prior to the date that the Borrower designates as the proposed Effective
Date, Specifying its objection thereto. The Agent shall promptly notify the Lenders and the
Borrower of the occurrence of the Effective Date.

ARTICLE iv

REPRESENTATIONS AND WARRANTIES

Section 4.01 Representations and Warranties of the Borrower.
represents and warrants as follows :

The Borrower

(a) Each of the Borrower and each Material Subsidiary: (i) is a corporation or other
entity duly organized and validly existing under the Laws of the jurisdiction of its incorporation
or organization; (ii) has all requisite corporate or if the Material Subsidiary is not a corporation,
other comparable power necessary to own its assets and carry on its business as presently
conducted, (iii) has all governmental licenses, authorizations, consents and approvals necessary
to own its assets and carry on its business as presently conducted, if the failure to have any such
license, authorization, consent or approval is reasonably likely to have a Material Adverse Effect
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and except as disclosed to the Agent in the SEC Reports or by means of a letter from the
Borrower to the Lenders (such letter, if any, to be delivered to the Agent for prompt distribution
to the Lenders) delivered prior to the execution and delivery of this Agreement (which, in each
case, shall be satisfactory to each Lender in its sole discretion) and except that (A) APS from
time to time may make minor extensions of its lines, plants, services or systems prior to the time
a related franchise, certificate of convenience and necessity, license or permit is procured, (B)
from time to time communities served by APS may become incorporated and considerable time
may elapse before such a franchise is procured, (C) certain such franchises may have expired
prior to the renegotiation thereof, (D) certain minor defects and exceptions may exist which,
individually and in die aggregate, are not material and (E) certain franchises, certificates, licenses
and permits may not be specific as to their geographical scope); and (iv) is qualified to do
business in all jurisdictions in which the nature of the business conducted by it makes such
qualification necessary and where failure so to qualify is reasonably likely to have a Material
Adverse Effect.

(b) The execution, delivery and performance by the Borrower of this Agreement and
the other Loan Documents, and the consummation of the transactions contemplated hereby, are
within the Borrower's corporate powers, have been duly authorized by all necessary corporate
action, and do not (i) contravene the Borrower's articles of incorporation or by-laws, (ii)
contravene any Law, decree, writ, injunction or determination of any Governmental Authority, in
each case applicable to or binding upon the Borrower or any of its properties, (iii) contravene
any contractual restriction binding on or affecting the Borrower or (iv) cause the creation or
imposition of any Lien upon the assets of the Borrower or any Material Subsidiary, except for
Liens created under this Agreement and except where such contravention or creation or
imposition of such Lien is not reasonable likely to have a Material Adverse Effect.

(c) No authorization or approval or other action by, and no notice to or filing with,
any Governmental Authority is required for the due execution, delivery and performance by the
Borrower of this Agreement or the Notes to be delivered by it.

(d) This Agreement has been, and each of the other Loan Documents upon execution
and delivery M11 have been, duly executed and delivered by the Borrower. This Agreement is,
and each of the other Loan Documents upon execution and delivery will be, the legal, valid and
binding obligation of the Borrower enforceable against the Borrower in accordance with their
respective terms, subject, however, to the application by a court of general principles of equity
and to the effect of any applicable bankruptcy, insolvency, reorganization, moratorium or similar
Laws affecting creditors' rights generally.

(e) (i) The Consolidated balance sheet of the Borrower as of December 31, 2008, and
the related Consolidated statements of income and cash flows of the Borrower for the fiscal year
then ended, accompanied by an opinion thereon of Deloitte & Touche LLP, independent
registered public accountants, and the Consolidated balance sheet of the Borrower as of
September 30, 2009, and the related Consolidated statements of income and cash flows of the
Borrower for the nine months then ended, duly certified by the chief financial officer of the
Borrower, copies of which have been furnished to the Agent, fairly present in all material
respects, subject, in the case of said balance sheet as of September 30, 2009, and said statements
of income and cash flows for the nine months then ended, to year-end audit adjustments, the
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Consolidated financial condition of the Borrower as at such dates and the Consolidated results of
the operations of the Borrower for the periods ended on such dates, all in accordance with GAAP
(except as disclosed therein). (ii) Except as disclosed to the Agent in the SEC Reports or by
means of a letter from the Borrower to the Lenders (such letter, if any, to be delivered to the
Agent for prompt distribution to the Lenders) delivered prior to the execution and delivery of this
Agreement (which, in each case, shall be satisfactory to each Lender in its sole discretion), since
December 31, 2008, there has been no Material Adverse Effect.

(D There is no pending or, to the knowledge of an Authorized Officer of the
Borrower, threatened action, suit, investigation, litigation or proceeding, including, without
limitation, any Environmental Action, affecting the Borrower or any of its Subsidiaries before
any court, governmental agency or arbitrator that (i) purports to affect the legality, validity or
enforceability of this Agreement or any other Loan Document or the consummation of the
transactions contemplated hereby or (ii) would be reasonably likely to have a Material Adverse
Effect (except as disclosed to the Agent in the SEC Reports or by means of a letter from the
Borrower to the Lenders (such letter, if any, to be delivered to the Agent for prompt distribution
to the Lenders) delivered prior to the execution and delivery of this Agreement (which, in each
case, shall be satisfactory to each Lender in its sole discretion) delivered prior to the execution
and delivery of this Agreement) and there has been no adverse change in Me status, or financial
effect on the Borrower or any of its Subsidiaries, of such disclosed litigation that would be
reasonably likely to have a Material Adverse Effect.

(g) No proceeds of any Advance wil l be used to acquire any equity security not
issued by the Borrower of a class that is registered pursuant to Section 12 of the Securities
Exchange Act of 1934.

(h) The BorrOwer is not engaged in the business of extending credit for the purpose of
purchasing or carrying margin stock (within the meaning of Regulation U issued by the Board of
Governors of the Federal Reserve System), and no proceeds of any Advance will be used to
purchase or carry any margin stock or to extend credit to others for the purpose of purchasing or
carrying any margin stock, in any case in violation of Regulation U.

( i ) The Borrower and its Material Subsidiaries have filed all United States Federal
income tax returns and all other material tax returns which are required to be tiled by them and
have paid all taxes due pursuant to such returns or pursuant to any assessment received by the
Borrower or any of its Subsidiaries, except to the extent that (i) such taxes are being contested in
good faith and by appropriate proceedings and that appropriate reserves for the payment thereof
have been maintained by the Borrower and its Subsidiaries in accordance with GAAP or (ii) the
failure to make such filings or such payments is not reasonably likely to have a Material Adverse
Effect. The charges, accruals and reserves on the books of the Borrower and its Material
Subsidiaries as set forth in the most recent financial statements of the Borrower delivered to the
Agent pursuant to Section 4.01(e) or Section 5.01(h)(i) or (ii) hereof in respect of taxes and other
governmental charges are, in the opinion of the Borrower, adequate.

(1) Set forth onSchedule 4.0l(1)hereto (as such schedule may be modified from time
to time by the Borrower by written notice to the Agent) is a complete and accurate list of all the
Material Subsidiaries of the Borrower.
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(k) Set forth on Schedule 4.0l(k) hereto is a complete and accurate list identifying
any Indebtedness of the Borrower outstanding in a principal amount equal to or exceeding
$5,000,000 and which is not described in the financial statements referred to in Section 4.01(e).

(I) The Borrower is not an "investment company"
"investment company",
amended.

, or a company "controlled" by an
within the meaning of the Investment Company Act of 1940, as

(m) No report, certificate or other written information furnished by the Borrower or
any of its Subsidiaries to any Agent or any Lender in connection with the transactions
contemplated hereby and the negotiation of this Agreement or delivered hereunder or any other
Loan Document (as modified or supplemented by other information so furnished) at the time so
furnished, when taken together as a whole with all such written information so furnished,
contains an untrue statement of a material fact or omits to state a material fact necessary in order
to make the statements therein, in the light of the circumstances under which they were made,
not misleading, except as would not reasonably be expected to result in a Material Adverse
Effect, provided that with respect to any projected financial information, forecasts, estimates or
forward-looking information, the Borrower represents only that such information and materials
have been prepared in good faith on the basis of assumptions believed to be reasonable at the
time of preparation of such forecasts, and no representation or warranty is made as to the actual
attainability of any such projections, forecasts, estimates or forward-looking information.

ARTICLE v

COVENANTS OF THE BORROWER

Section 5.01 Affirmative Covenants. So long as any Advance shall remain unpaid, any
Letter of Credit shall remain outstanding or any Lender shall have any Commitment hereunder,
the Borrower shall:

(a) Compliance with Laws, Etc. (i) Comply, and cause each of its Material
Subsidiaries to comply, in all material respects, with all applicable Laws of Governmental
Authorities, such compliance to include, without limitation, compliance with ERISA and
Environmental Laws, unless the failure to so comply is not reasonably likely to have a Material
Adverse Effect and (ii) comply at all times with all Laws, orders, decrees, writs, injunctions or
determinations of any Governmental Authority relating to the incurrence or maintenance of
Indebtedness by the Borrower, unless the failure to so comply is not reasonably likely to have a
Material Adverse Effect.

(b) Payment of Taxes. Etc. Pay and discharge, and cause each of its Material
Subsidiaries to pay and discharge, before the same shall become delinquent, all taxes,
assessments and governmental charges or levies imposed upon it or upon its property,provided,
however, that neither the Borrower nor any of its Subsidiaries shall be required to pay or
discharge any such tax, assessment, charge or levy (i) that is being contested in good faith and by
proper proceedings and as to which appropriate reserves are being maintained in accordance Mth
GAAP or (ii) if the failure to pay such tax, assessment, charge or levy is not reasonably likely to
have a Material Adverse Effect.

C-ll63439v6 21312.0001 l 48

Page 359 of 509



(c) Maintenance of Insurance. Maintain, and cause each of its Material Subsidiaries
to maintain, insurance with responsible and reputable insurance companies or associations in
such amounts and covering such risks as is usually carried by companies engaged in similar
businesses and owning similar properties in the same general areas in which the Borrower or
such Subsidiary operates, provided, however, that the Borrower and its Subsidiaries may self-
insure to the same extent as other companies engaged in similar businesses and owning similar
properties in the same general areas in which the Borrower or such Subsidiary operates and to
the extent consistent with prudent business practice.

(d) Preservation of Corporate Existence, Etc. Preserve and maintain, and cause each
of its Material Subsidiaries to preserve and maintain, its corporate existence, rights (charter and
statutory) and franchises (other than "franchises" as described in Arizona Revised Statutes,
Section 40-283 or any successor provision) reasonably necessary in the normal conduct of its
business, if  the failure to maintain such rights or priv ileges is reasonably l ikely to have a
Material Adverse Effect, and, in the case of APS, M11 cause APS to use its commercially
reasonable efforts to preserve and maintain such franchises reasonably necessary in the normal
conduct of its business, except that (i) APS from time to time may make minor extensions of its
lines, plants, services or systems prior to the time a related franchise, certificate of convenience
and necessity, license or permit is procured, (ii) from time to time communities served by APS
may become incorporated and considerable time may elapse before such a franchise is procured,
(iii) certain such franchises may have expired prior to the renegotiation thereof, (iv) certain
minor defects and exceptions may exist which, indiv idually and in the aggregate, are not
material and (v) certain franchises, certificates, licenses and permits may not be specific as to
their geographical scope, provided, however, that the Borrower and i ts Subsidiaries may
consummate any merger or consolidation permitted under Section 5.02(b).

(e) Visitation Rights. At any reasonable time and from time to time, permit and
cause each of its Subsidiaries to permit the Agent or any of the Lenders or any agents or
representatives thereof, to examine and make copies of and abstracts from die records and books
of account of, and visit the properties of, the Borrower and any of its Subsidiaries, and to discuss
the affairs, finances and accounts of the Borrower and any of its Subsidiaries with any of their
officers or directors; provided, however, that the Borrower and its Subsidiaries reserve the right
to restrict access to any of its properties in accordance with reasonably adopted procedures
relating to safety and security; and provided further that the costs and expenses incurred by such
Lender or agents or representatives in connection with any such examinations, copies, abstracts,
visits or discussions shall be, upon the occurrence and during the continuation of a Default, for
the account of the Borrower and, in all other circumstances, for the account of such Lender.

Keeping of Books. Keep, and cause each of its Material Subsidiaries to keep,
proper books of record and account, in which full and correct entries shall be made of all
financial transactions and the assets and business of the Borrower and each such Subsidiary in a
manner that permits the preparation of financial statements in accordance with GAAP.

(f)

(g) Maintenance of Properties, Etc. Keep, and cause each Material Subsidiary to
keep, all property useful and necessary in its business in good working order and condition
(ordinary wear and tear excepted), if the failure to do so is reasonably likely to have a Material
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Adverse Effect, it being understood that this covenant relates only to the worldng order and
condition of such properties and shall not be construed as a covenant not to dispose of properties.

(h) Reporting Requirements. Furnish to the Agent:

\(i) as soon as available and in any event within 50 days after the end of each
of the first three fiscal quarters of each fiscal year of the Borrower, (A) for each such
fiscal quarter of the Borrower, statements of income and cash flows of the Borrower and
its Consolidated Subsidiaries for such Hscai quarter setting forth in each case in
comparative form the corresponding Figures for the corresponding fiscal quarter in the
preceding fiscal year and (B) for the period commencing at the end of the previous fiscal
year and ending with the end of each fiscal quarter, statements of income and cash flows
of the Borrower and its Consolidated Subsidiaries for such period setting forth in each
case in comparative form the corresponding figures for the corresponding period in the
preceding fiscal year, provided that so long as the Borrower remains subject to the
reporting requirements of the Securities Exchange Act of 1934, as amended, the
Borrower may provide, in satisfaction of the requirements of this first sentence of this
Section 5.01(h)(i), its report on Form I0-Q for such fiscal quarter. Each set of financial
statements provided under this Section 5.01(h)(i) shall be accompanied by a certificate of
an Authorized Officer, which certificate shall state that said financial statements fairly
present in all material respects the financial condition and results of operations of the
Borrower and its Consolidated Subsidiaries in accordance with GAAP (except as
disclosed therein) as at the end of, and for, such period (subject to normal year-end audit
adjustments) and shall set forth reasonably detailed calculations demonstrating
compliance with Section 5.03 ,

(ii) as soon as available and in any event within 90 days after the end of each
fiscal year of the Borrower, statements of income and cash flows of the Borrower and its
Consolidated Subsidiaries for suchyear and the related balance sheet of the Borrower and
its Consolidated Subsidiaries as at the end of such year, setting forth in each case in
comparative form the corresponding figures for the preceding fiscal year, provided that,
so long as the Borrower remains subject to the reporting requirements of the Securities
Exchange Act of 1934, as amended, the Borrower may provide, in satisfaction of die
requirements of this first sentence of this Section 5.01(h)(ii), its report on Form 10-K for
such fiscal year. Each set of financial statements provided pursuant to this Section
5.01(h)(ii) shall be accompanied by.(A) an opinion thereon of independent certified
public accountants of recognized national standing, which opinion shall state that said
financial statements fairly present in all material respects the financial condition and
results of operations of the Borrower and its Consolidated Subsidiaries as at the end of,
and for, such fiscal year, in accordance with GAAP (except as disclosed therein) and (B)
a certificate of an Authorized Officer, which certificate shall set forth reasonably detailed
calculations demonstrating compliance with Section 5.03 ,

(iii) as soon as possible and in any event within five days after any Authorized
Officer of the Borrower knows of the occurrence of each Default continuing on the date
of such statement, a statement of an Authorized Officer of the Borrower setting forth
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details of such Default and the action that the Borrower has taken and proposes to take
with respect thereto;

(iv) promptly alter the sending or filing thereof] copies of all reports and
registration statements (other than exhibits thereto and registration statements on Form S-
8 or its equivalent) that the Borrower or any Subsidiary tiles with the Securities and
Exchange Commission;

(v) promptly after an Authorized Officer becomes aware o f  t h e
commencement thereof; notice of all actions and proceedings before any court,
governmental agency or arbitrator affecting the Borrower or any of its Subsidiaries of the
type described in Section 4.0l(t), except, with respect to any matter referred to in Section
4.01(f)(ii), to the extent disclosed in a report on Form 8-K, Form 10-Q or Form 10-K of
the Borrower,

(vi) promptly alter an Authorized Officer becomes aware of the occurrence
thereof, notice of any change by Moody's or S&P of their respective Public Debt Rating
or of the cessation (or subsequent commencement) by Moody's or S&P of publication of
their respective Public Debt Rating;

(vii) the occurrence of any ERISA Event, together with (x) a written statement
of an Authorized Officer of the Borrower specifying the details of such ERISA Event and
the action that the Borrower has taken and proposes to take with respect thereto, (y) a
copy of any notice with respect to such ERISA Event that may be required to be tiled
with the PBGC and (z) a copy of any notice delivered by the PBGC to the Borrower or an
ERISA Affiliate with respect to such ERISA Event; and

(viii) such other information respecting the Borrower or any of its Subsidiaries
as any Lender through the Agent may from time to time reasonably request.

Information required to be delivered pursuant to Sections 5.0l(h)(i), (ii) and (iv) above
shall be deemed to have been delivered on the date on which the Borrower provides notice to the
Agent that such information has been posted on the Borrower's website on the Internet at
www.pinnaclewest.corn, at sec.gov/edaux/searches.htm or at another website identified in such
notice and accessible by the Lenders without charge; provided that (i) such notice may be
included in a certificate delivered pursuant to Section 5.01(h)(i) or (ii) and (ii) the Borrower shall
deliver paper copies of the information referred to in Section 5.01(h)(i), (ii), and (iv) to any
Lender which requests such delivery.

( i ) Change in Nature of Business. Conduct directly or through its Subsidiaries the
same general type of business conducted by the Borrower and its Material Subsidiaries on the '
date hereof.

Section 5.02 Negative Covenants. So long as any Advance shall remain unpaid, any
Letter of Credit shall remain outstanding or any Lender shall have any Commitment hereunder,
the Borrower shall not:
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(a) Liens, Etc. Directly or indirectly create, incur, assume or permit to exist any Lien
securing Indebtedness for borrowed money on or with respect to any property or asset
(including, without limitation, the capital stock of APS) of the Borrower, whether now owned or
held or hereafter acquired (unless it makes, or causes to be made, effective provision whereby
the Obligations will be equally and ratably seemed with any and all other obligations thereby
secured so long as such other Indebtedness shall be so secured, such security to be pursuant to an
agreement reasonably satisfactory to the Required Lenders),provided,however, that this Section
5.02(a) shall not apply to Liens securing Indebtedness for borrowed money (other than
Indebtedness for borrowed money secured by the capital stock of APS) which do not in the
aggregate exceed at any time outstanding the principal amount of $50,000,000.

(b) Mergers. Etc. Merge or consolidate with or into any Person, or permit any of its
Material Subsidiaries to do so, except that (i) any Material Subsidiary of the Borrower may
merge or consolidate with or into any other Material Subsidiary of the Borrower, (ii) any
Subsidiary of the Borrower may merge into the Borrower or any Material Subsidiary of the
Borrower and (iii) the Borrower or any Material Subsidiary may merge with any other Person so
long as the Borrower or such Material Subsidiary is the surviving corporation,provided, in each
case, that no Default shall have occurred and be continuing at the time of such proposed
transaction or would result therefrom.

(c) Sales. Etc. of Assets. Sell, lease, transfer or others dispose of or permit any

of its Material Subsidiaries to sell, lease, transfer or otherwise dispose of; any assets, or grant any
option or other right to purchase, lease or otherwise acquire any assets to any Person other diam
the Borrower or any Subsidiary of the Borrower, except (i) dispositions in the ordinary course of
business, including, without limitation, sales or other dispositions of electricity and related and
ancillary services, other commodities, emissions credits and similar mechanisms for reducing
pollution, and damaged, obsolete, worn out or surplus property no longer required or useful in
the business or operations of the Borrower or any of its Subsidiaries, (ii) sale or other disposition
of patents, copyrights, trademarks or other intellectual property that are, in the Borrower's
reasonable judgment, no longer economically practicable to maintain or necessary in the conduct
of the business of the Borrower or its SUbsidiaries and any license or sublicense of intellectual
property that does not interfere with the business of the Borrower or any Material Subsidiary,
(iii) in a transaction authorized by subsection (b) of this Section, (iv) individual dispositions
occurring in the ordinary course of business which involve assets with a book value not
exceeding $5,000,000, (V) sales of assets during the term of this Agreement having an aggregate
book value not to exceed 30% of the total of add assets properly appearing on the most recent
balance sheet of the Borrower provided pursuant to Section 4.01(e)(i) or 5.01(h)(ii) hereof and
(vi) any Lien permitted under Section 5.02(a).

(d) Ownership of APS. Except to the extent permitted under Section 5.02(b), the
Borrower will at a11 times continue to own directly or indirectly at least 80% of the outstanding
capital stock of APS.

Section 5.03 Financial Covenant. So long as any Advance shall remain unpaid, any
Letter of Credit shall remain outstanding or any Lender shall have any Commitment hereunder,
the Borrower will maintain a ratio of (a) Consolidated Indebtedness to (b) the sum of
Consolidated Indebtedness plus Consolidated Net Worth of not greater than 0.65 to 1.

C-I l63439v6 21312.00011 52

Page 363 of 509



ARTICLE VI

EVENTS OF DEFAULT

Section 6.01 Events of Default. If any of the following events ("Events of Default")
shall occur and be continuing:

(a) The Borrower shall fail to pay when due (i) any principal of any Advance, (ii) any
drawing under any Letter of Credit, or (iii) any interest on any Advance or any other fees or
other amounts payable under this Agreement or any other Loan Documents, and (in the case of
this clause (iii) only), such failure shall continue for a period of three Business Days; or

(b) Any representation or warranty made by the Borrower herein or by the Borrower
(or any of its officers) in any certificate or other document delivered in connection with this
Agreement or any other Loan Document shall prove to have been incorrect in any material
respect when made or deemed made or furnished; or

(c) . (i) The Borrower shall fail to perform or observe any term, covenant or agreement
contained in Section 5.01(d) (as to the corporate existence of the Borrower), (h)(iii) or (h)(vi),
5.02 or 5.03, or (ii) the Borrower shall fail to perform or observe any other term, covenant or
agreement contained in Section 5.01(e) if such failure shall remain unremedied for 15 days after
written notice thereof shall have been given to the Borrower by the Agent or any Lender or (iii)
the Borrower shall fail to perform or observe any odder term, covenant or agreement contained in
this Agreement or any other Loan Document on its part to be performed or observed if such
failure shall remain unremedied for 30 days after written notice thereof shall have been given to
the Borrower by the Agent or any Lender, or

(d) (i) The Borrower or any of its Material Subsidiaries shall fail to pay (A) any
principal of or premium or interest on any Indebtedness that is outstanding in a principal amount
of at least $35,000,000 in the aggregate (but excluding Indebtedness outstanding hereunder), or
(B) an amount, or post collateral as contractually required in an amount, of at least $35,000,000
in respect of any Hedge Agreement, of the Borrower or such Material Subsidiary (as the case
may be), in each case, when the same becomes due and payable (whether by scheduled maturity,
required prepayment, acceleration, demand or otherwise), and such failure shall continue after
the applicable grace period, if any, specified in the agreement or instrument relating to such
Indebtedness or Hedge Agreement, or (ii) any event of default shall exist under any agreement or
instrument relating to any such Indebtedness and shall continue after the applicable grace period,
if any, specified in such agreement or instrument, if the effect of such event is to accelerate, or to
permit the acceleration of, the maturity of such Indebtedness, or

(e) The Borrower or any of its Material Subsidiaries shall fail to pay any principal of
or premium or interest in respect of any operating lease in respect of which the payment
obligations of the Borrower have a present value of at least $35,000,000, when the same
becomes due and payable (whether by scheduled maturity, required prepayment, acceleration,
demand or otherwise), and such failure shall continue after the applicable grace period, if any,
specified in such operating lease, if the effect of such failure is to terminate, or to permit the
termination of, such operating lease, or
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(f) The Borrower or any of its Material Subsidiaries shall generally not pay its debts
as such debts become due, or shall admit in writing its inability to pay its debts generally, or shall
make a general assignment for the benefit of creditors, or any proceeding shall be instituted by or
against the Borrower or any of its Material Subsidiaries seeldng to adjudicate it a bankrupt or
insolvent, or seeldng liquidation, winding up, reorganization, arrangement, adjustment,
protection, relief, or composition of it or its debts under any Debtor Relief Law, or seeking the
entry of an order for relief or the appointment of a receiver, trustee, custodian or other similar
official for it or for any substantial part of its property and, in the case of any such proceeding
instituted against it (but not instituted by it), either such proceeding shall remain undismissed or
unstated for a period of 60 days, or any of the actions sought in such proceeding (including,
without limitation, the entry of an order for relief against, or the appointment of a receiver,
trustee, custodian or other similar official for, it or for any substantial part of its property) shall
occur; or the Borrower or any of its Material Subsidiaries shall tadce any corporate action to
authorize any of the actions set forth above in this subsection (f), or

(g) Judgments or orders for the payment of money that exceeds any applicable
insurance coverage (the insurer of which shall be rated at least "A" by A.M. Best Company) bY
more than $35,000,000 in the aggregate shall be rendered against the Borrower or any Material
Subsidiary and such judgments or orders shall continue unsatisfied or unstated for a period of 45
days, or

(h) (i) any "person" or "group" (as such terms are used in Sections l3(d) and 14(d) of
the Securities Exchange Act of 1934, but excluding any employee benefit plan of such person or
its subsidiaries, and any person or entity acting in its capacity as trustee, agent or other fiduciary
or administrator of any such plan) becomes the "beneficial owner" (as defined in Rules 13d-3
and 13d-5 under the Securities Exchange Act of 1934), directly or indirectly, of 30% or more of
the equity securities of the Borrower entitled to vote for members of the board of directors of the
Borrower; or (ii) during any period of 24 consecutive months, a majority of the members of the
board of directors of the Borrower cease (other than due to death or disability) to be composed of
individuals (A) who were members of that board on the first day of such period, (B) whose
election or nomination to that board was approved by individuals referred to in clause (A) above
constituting at the time of such election or nomination at least a majority of that board or (C)
whose election or nomination to that board was approved by individuals referred to in clauses
(A) and (B) above constituting at the time of such election or nomination at least a majority of
that board; or

(i) (i) An ERISA Event occurs Mth respect to a Pension Plan or Multiemployer Plan
which has resulted or could reasonably be expected to result in liability of the Borrower under
Title IV of ERISA to the Pension Plan, Multiemployer Plan or the PBGC in an aggregate amount
in excess of $35,000,000, or (ii) the Borrower or any ERISA Affiliate fails to pay when due,
after the expiration of any applicable grace period, any installment payment Mth respect to its
withdrawal liability under Section 4201 of ERISA under a Multiemployer Plan in an aggregate
amount in excess of $35,000,000,

then, and in any such event, the Agent shall at the request, or may Mth the consent, of the
Required Lenders, by notice to the Borrower, (i) declare the obligation of each Lender to make
Advances (other than L/C Advances) and of the Issuing Banks to issue Letters of Credit to be
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terminated, whereupon the same shall forthwith terminate, (ii) declare the Advances, all interest
thereon and all other amounts payable under Mis Agreement to be forthwith due and payable,
whereupon the Advances, all such interest and all such amounts shall become and be forthwith
due and payable, without presentment, demand, protest or further notice of any kind, all of which
are hereby expressly waived by the Borrower, provided, however, that in the event of an actual
or deemed entry of an order for relief with respect to the Borrower under the Bankruptcy Code of
the United States, (A) the obl igation of  each Lender to make Advances (other than L/C
Advances) and of the Issuing Banks to issue Letters of Credit shall automatically be terminated
and (B) the Advances, all such interest and all such amounts shall automatically become and be
due and payable, without presentment, demand, protest or any notice of any kind, all of which
are hereby expressly waived by the Borrower and (iii) exercise all rights and remedies available
to it under this Agreement, the other Loan Documents and applicable Law.

Section 6.02 Actions in Respect of Letters of Credit upon Default. If  any Event of
Default shall have occurred and be continuing, the Agent may with the consent, or shall at the
request, of the Required Lenders, irrespective of whether it is taking any of the actions described
in Section 6.01 or otherwise,(a) make demand upon the Borrower to, and forthwith upon such
demand the Borrower will Cash Collateralize the aggregate Available Amount of ally Letters of
Credit then outstanding (whether or not any beneficiary under any Letter of Credit shall have
drawn or be entitled at such time to draw thereunder) or (b) mace such other arrangements in
respect of the outstanding Letters of Credit as shall be acceptable to the Required Lenders,
provided, however, that in the event of an actual or deemed entry of an order for relief with
respect to the Borrower under the Bankruptcy Code of the United States, the Borrower will Cash
Collateralize the aggregate Available Amount of all Letters of Credit then outstanding, without
presentment, demand, protest or any notice of any kind, all of which are hereby expressly waived
by the Borrower. If at any time the Agent determines that any funds held in Me L/C Cash
Deposit Account are subject to any right or interest of any Person other than the Agent, the
Issuing Banks and the Lenders or that the total amount of such times is less than the aggregate
Available AMount of all Letters of Credit, the Borrower Mil, forthwith upon demand by the
Agent, pay to the Agent, as additional funds to be deposited and held in the L/C Cash Deposit
Account, an amount equal to the excess of (a) such aggregate Available Amount over (b) the
total amount of funds, if any, then held in the L/C Cash Deposit Account that are free and clear
of any such right and interest. Upon the drawing of any Letter of Credit, to the extent fluids are
on deposit in the L/C Cash Deposit Account, such funds shall be applied to reimburse the Issuing
Banks to the extent permitted by applicable Law, or each Lender to the extent such Lender has
funded an Advance in respect of such Letter of Credit. The Borrower hereby grants to the
Agent, for the benefit of the Issuing Banks and the Lenders, a Lien upon and security interest in
the L/C Cash Deposit Account and all amounts held therein from time to time as security for the
L/C Obligations, and for application to the Borrower's reimbursement obligations as and when
the same shall arise. The Agent shall have exclusive dominion and control, including the
exclusive right of withdrawal, over such account. Alter all such Letters of Credit shall have
expired or been fully drawn upon and all odder obligations of the Borrower hereunder and under
the other Loan Documents shall have been paid in full, die balance, if any, in such L/C Cash
Deposit Account shall be promptly returned to the Borrower.
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ARTICLE VII

THE AGENT

Section 7.01 Appointment and Authority. Each of die Lenders (for purposes of this
Article, references to the Lenders shall also mean the Issuing Banks) hereby irrevocably appoints
Bank of  America to act on i ts behalf  as the Agent hereunder and under the other Loan
Documents and authorizes the Agent to take such actions on its behalf and to exercise such
powers as are delegated to the Agent by the terms hereof or thereof, together with such actions
and powers as are reasonably incidental thereto. Except as set forth in Section 7.06, the
provisions of this Article are solely for the benefit of the Agent and the Lenders, and neither the
Borrower nor any of its Affiliates shall have rights as a third party beneficiary of any of such
provisions.

Section 7.02 Rights as a Lender. The Person serving as the Agent hereunder shall have
the same rights and powers in its capacity as a Lender as any other Lender and may exercise the
same as though it were not the Agent and the term "Lender" or "Lenders" shall, unless otherwise
expressly indicated or unless the context otherwise requires, include the Person sewing as the
Agent hereunder in its individual capacity. Such Person and its Affiliates may accept deposits
from, lend money to, act as the f inancial advisor or in any other advisory capacity for and
generally engage in any kind of business with the Borrower or any Subsidiary or other Affiliate
thereof as if such Person were not the Agent hereunder and without any duty to account therefor
to the Lenders.

Section 7.03 Exculpatory Provisions. The Agent  shal l  not  hav e any dut ies or
obligations except those expressly set forth herein and in the other Loan Documents. Without
limiting the generality of the foregoing, the Agent:

(a) shall not be subject to any fiduciary or other implied duties, regardless of whether
a Default has occurred and is continuing,

(b) shall not have any duty to take any discretionary action or exercise any
discretionary powers, except discretionary rights and powers expressly contemplated hereby or
by the other Loan Documents that the Agent is required to exercise as directed in writing by the
Required Lenders (or such other number or percentage of the Lenders as shall be expressly
provided for herein), provided that the Agent shall not be required to take any action that, in its
opinion or the opinion of its counsel, may expose the Agent to liability or that is contrary to any
Loan Document or applicable Law, and

(c) shall not, except as expressly set forth herein and in the other Loan Documents,
have any duty to disclose, and shall not be liable for the failure to disclose, any information
relating to the Borrower or any of its Affiliates that is communicated to or obtained by the
Person serving as die Agent or any of its Affiliates in any capacity.

The Agent shall not be liable for any action taken or not taken by it (i) with the consent or
at the request of the Required Lenders (or such other number or percentage of the Lenders as
shall be necessary, or as the Agent shall believe in good faith shall be necessary, under the
circumstances as provided in Section 6.01 and 8.01) or (ii) in the absence of its own gross
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negligence or willful misconduct. The Agent shall be deemed not to have knowledge of any
Default unless and until notice describing such Default is given to the Agent by the Borrower or
a Lender.

The Agent shall not be responsible for or have any duty to ascertain or inquire into (i) any
statement, warranty or representation made in or in connection with this Agreement or any other
Loan Document, (ii) the contents of any certificate, report or other document delivered hereunder
or thereunder or in connection herewith or therewith, (iii) the performance or observance of any
of the covenants, agreements or other terms or conditions set forth herein or therein or the
occurrence of any Default, (iv) the validity, enforceability, effectiveness or genuineness of this
Agreement, any other Loan Document or any other agreement, instrument or document or (v) the
satisfaction of any condition set forth in Article III or elsewhere herein, other than to confirm
receipt of items expressly required to be delivered to the Agent.

Section 7.04 Reliance by Agent. The Agent shall be entitled to rely upon, and shall not
incur any liability for relying upon, any notice, request, certificate, consent, statement,
instrument, document or other writing (including any electronic message, internet or intranet
website posting or other distribution) believed by it to be genuine and to have been signed, sent
or otherwise authenticated by the proper Person. The Agent also may rely upon any statement
made to it orally or by telephone and believed by it to have been made by the proper Person, and
shall not incur any liability for relying thereon. In determining compliance with any condition
hereunder to the making of any Advance, or the issuance of a Letter of Credit, that by its terms
must be fulfilled to the satisfaction of a Lender or an Issuing Bank, the Agent may presume that
such condition is satisfactory to such Lender or such Issuing Bank unless the Agent shall have
received notice to the contrary from such Lender or such Issuing Bank prior to the making of
such Advance or the issuance of such Letter of Credit. The Agent may consult with legal
counsel (who may be counsel for the Borrower), independent accountants and other experts
selected by it, and shall not be liable for any action taken or not taken by it in good faith in
accordance with the advice of any such counsel, accountants or experts .

Section 7.05 Delegation of Duties. The Agent may perform any and all of its duties
and exercise its rights and powers hereunder or under any other Loan Document by or through
any one or more sub-agents appointed by the Agent. The Agent and any such sub-agent may
perform any and all of its duties and exercise its rights and powers by or through their respective
Related Parties. The exculpatory provisions of this Article shall apply to any such sub-agent and
to the Related Parties of the Agent and any such sub-agent, and shall apply to their respective
activities in connection with the syndication of the credit facilities provided for herein as well as
activities as Agent.

Section 7.06 Resignation of Agent. The Agent may at any time give notice of its
resignation to the Lenders and the Borrower. Upon receipt of any such notice of resignation, the
Required Lenders shall have the right, with the consent of the Borrower so long as no Event of
Default has occurred and is continuing, to appoint a successor, which shall be a bank with an
office in the United States, or an Affiliate of any such bank will an office in the United States. If
no such successor shall have been so appointed by the Required LenderS and shall have accepted
such appointment within 45 days after the retiring Agent gives notice of its resignation, then the
retiring Agent may, on behalf of the Lenders, appoint a successor Agent meeting the
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qualifications set forth above; provided that if the Agent shall notify the Borrower and the
Lenders that no qualifying Person has accepted such appointment, then such resignation shall
nonetheless become effective in accordance with such notice and (1) the retiring Agent shall be
discharged from its duties and obligations hereunder and under the other Loan Documents
(except that in the case of any collateral security held by the Agent on behalf of the Lenders
under any of the Loan Documents, the retiring Agent shall continue to hold such collateral
security until such time as a successor Agent is appointed) and (2) all payments, communications
and determinations provided to be made by, to or through the Agent shall instead be made by or
to each Lender directly, until such time as the Required Lenders appoint a successor Agent as
provided for above in this Section. Upon the acceptance of a successor's appointment as Agent
hereunder, such successor shall succeed to and become vested with all of the rights, powers,
privileges and duties of the retiring (or retired) Agent, and the retiring Agent shall be discharged
from all of its duties and obligations hereunder or under the other Loan Documents (if not
already discharged therefrom as provided above in this Section). The fees payable by the
Borrower to a successor Agent shall be as agreed between the Borrower and such successor.
After die retiring Agent's resignation hereunder and under the other Loan Documents, the
provisions of this Article and Section 8.04 shall continue in effect for the benefit of such retiring
Agent, its sub-agents and their respective Related Parties in respect of any actions taken or
omitted to be taken by any of them while the retiring Agent was acting as Agent.

Section 7.07 Non-Reliance on Agent and Other Lenders. Each Lender acknowledges
that it has, independently and without reliance upon the Agent or any other Lender or any of their
Related Parties and based on such documents and information as it has deemed appropriate,
made its own credit analysis and decision to enter into this Agreement. Each Lender also
acknowledges that it will, independently and without reliance upon the Agent or any other
Lender or any of their Related Parties and based on such documents and information as it shall
from time to time deem appropriate, continue to make its own decisions in taking or not taking
action under or based upon this Agreement, any other Loan Document or any related agreement
or any document furnished hereunder or thereunder.

Section 7.08 No Other Duties. Etc. Anything herein to the contrary notwithstanding,
none of the Arrangers, Syndication Agent, Documentation Agent or other agents listed on the
cover page hereof shall have any powers, duties or responsibilities under this Agreement or any
of the other Loan Documents, except in its capacity, as applicable, as the Agent or a Lender
hereunder.

Section 7.09 Issuing Banks. Each Issuing Bank shall act on behalf of the Lenders with
respect to any Letters of Credit issued by it and the documents associated therewith, and each
Issuing Bank shall have all of the benefits and immunities provided in this Article VII (other than
Section 7.02) to the same extent as such provisions apply to the Agent.
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ARTICLE VIII

MISCELLANEOUS

Section 8.01 Amendments. Etc. No amendment or waiver of  any prov ision of  this
Agreement or any other Loan Document, nor consent to any departure by the Borrower
therefrom, shall in any event be effective unless the same shall be in writing and signed by the
Required Lenders, and then such waiver or consent shall be effective only in the specific instance
and for the specific purpose for which given; provided, however, that no amendment, waiver or
consent shall

(a) unless agreed to by each Lender directly affected thereby, (i) reduce or forgive die
principal amount of any Advance or the Borrower's obligations to reimburse any drawing on a
Letter of Credit, reduce the rate of or forgive any interest thereon (provided that only the consent
of the Required Lenders shall be required to waive the applicability of any post-default increase
in interest rates), or reduce or forgive any fees hereunder (other than fees payable to the Agent,
the Arrangers or any Issuing Bank for their own respective accounts), (ii) extend the final
scheduled maturity date or any other scheduled date for the payment of any principal of or
interest on any Advance, extend the time of payment of any obligation of the Borrower to
reimburse any drawing on any Letter of Credit or any interest thereon, extend the expiry date of
any Letter of Credit beyond the fifth Business Day prior to the Termination Date, or extend the
time of payment of any fees hereunder (other than fees payable to the Agent, the Arrangers or
any Issuing Bank for their own respective accounts), or (iii) increase any Revolving Credit
Commitment of any such Lender over the amount thereof in effect or extend the maturity thereof
(it being understood that a waiver of any condition precedent set forth in Section 3.02 or of any
Default, if agreed to by the Required Lenders or all Lenders (as may be required hereunder with
respect to such waiver), shall not constitute such an increase) ,

(b) unless agreed to by all of the Lenders, (i) reduce the percentage of the aggregate
Revolving Credit Commitments or of the aggregate unpaid principal amount of the Advances, or
the number or percentage of Lenders, that shall be required for the Lenders or any of them to
take or approve, or direct the Agent to take, any action hereunder or under any other Loan
Document (including as set forth in the definition of "Required Lenders"), (ii) change any other
provision of this Agreement or any of the other Loan Documents requiring, by its terms, the
consent or approval of all the Lenders for such amendment, modification, waiver, discharge,
termination or consent, or (iii) change or waive any provision of Section 2.15, any other
provision of this Agreement or any other Loan Document requiring pro rata treatment of any
Lenders, or this Section 8.01 or Section 2.l9(b); and

(c) unless agreed to by the Issuing Banks or the Agent in addition to the Lenders
required as provided hereinabove to take such action, affect the respective rights or obligations
of the Issuing Banks or the Agent, as applicable, hereunder or under any of the other Loan
Documents.

Section 8.02 Notices, Etc.
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(a) All notices and other communications provided for hereunder shall be either (x) in
writing (including facsimile communication) and mailed, faxed or delivered or (y) as and to the
extent set forth in Sections 8.02(b) and (c) and in the proviso to this Section 8.02(a), if to the
Borrower, at the address specified on Schedule 8.02, if to any Lender, at its Domestic Lending
Office, if to the Agent, at the address specified on Schedule 8.02; and if to any Issuing Bank, at
the address specified on Schedule 8.02or, as to the Borrower or the Agent, at such other address
as shall be designated by such party in a written notice to the odder parties and, as to each other
party, at such other address as shall be designated by such party in a written notice to the
Borrower and the Agent. All such notices and communications shall, when mailed or faxed, be
effective when deposited in the mails or faxed, respectively, except that notices and
communications to the Agent pursuant to Article II, III or VII shall not be effective until
received by the Agent. Delivery by facsimile of an executed cotuiterpart of any amendment or
waiver of any provision of this Agreement or the Notes or of any Exhibit hereto to be executed
and delivered hereunder shall be effective as delivery of a manually executed counterpart
thereof. Notices delivered through electronic communications to the extent provided in
subsection (b) below, shall be effective as provided in such subsection (b). Upon request of the
Borrower, the Agent will provide to the Borrower (i) copies of each Administrative
Questionnaire or (ii) the address of each Lender.

(b) Notices and other communications to the Lenders, the Agent and the Isstu'ng
Banks hereunder may be delivered or furnished by electronic communication (including e-mail
and Internet or intranet websites) pursuant to procedures approved by the Agent and agreed to by
the Borrower,provided that the foregoing shall not apply to notices to any Lender or the Issuing
Banks pursuant to Article II if such Lender or the Issuing Banks, as applicable, has notified the
Agent and the BorroWer that it is incapable of receiving notices under such Article by electronic
communication. The Agent or the Borrower may, in its discretion, agree to accept notices and
other communications to it hereunder by electronic communications pursuant to procedures
approved by it,provided that approval of such procedures may be limited to particular notices or
communications. Unless the Agent and the Borrower otherwise agree, (i) notices and other
communications sent to an e-mail address shall be deemed received upon the sender's receipt of
an acknowledgement from the intended recipient (such as by the "return receipt requested"
function, as available, return e-mail or other written acknowledgement), provided that if such
notice or other communication is not sent during the normal business hours of the recipient, such
notice or communication shall be deemed to have been sent at the opening of business on the
next business day for the recipient, and (ii) notices or communications posted to an Internet or
intranet website shall be deemed received upon the deemed receipt by the intended recipient at
its e-mail address as described in the foregoing clause (i) of notification that such notice or

communication is available and identifying the website address therefor.

(c) The Borrower agrees that the Agent may make materials delivered to the Agent
pursuant to Sections 5.0l(h)(i), (ii) and (iv), as well as any other written information, documents,
instruments and other material relating to the Borrower or any of its Subsidiaries and relating to
this Agreement, the Notes or the transactions contemplated hereby, or any other materials or
matters relating to this Agreement, the Notes or any of the transactions contemplated hereby
(collectively, the "Communications") available to the Lenders by posting such notices on
Intralinks or a substantially similar electronic system (the "Platform"). The Borrower
acknowledges that (i) the distribution of material through an electronic medium is not necessarily
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secure and that there are confidentiality and other risks associated with such distribution, (ii) the
Platform is provided "as is" and "as available" and (iii) neither the Agent nor any of its Affiliates
warrants the accuracy, adequacy or completeness of the Communications or the Platform and
each expressly disclaims liability for errors or omissions in the Communications or the Platform.
No warranty of any kind, express, implied or statutory, including, without limitation, any
warranty of merchantability, fitness for a particular purpose, non-infringement of third party
rights or freedom from viruses or other code defects, is made by the Agent or any of its Affiliates
in connection with the Platform.

(d) Each Lender agrees that notice to it (as provided in the next sentence) (a
"Notice") specifying that any Communications have been posted to the Platform shall constitute
effective delivery of such information, documents or other materials to such Lender for purposes
of this Agreement;providedMat if requested by any Lender the Agent shall deliver a copy of the
Communications to such Lender by e-mail, facsimile or mail. Each Lender agrees (i) to notify
the Agent in writing of such Lender's e-mail address to which a Notice may be sent by electronic
transmission (including by electronic communication) on or before the date such Lender
becomes a party to this Agreement (and from time to time thereafter to ensure that the Agent has
on record an effective e-mail address for such Lender) and (ii) that any Notice may be sent to
such e-mail address.

(e) The Borrower hereby acknowledges that certain of the Lenders may be "public-
side" Lenders (i.e., Lenders drat do not wish to receive material non-public information with
respect to the Borrower or its securities) (each, a "Public Lender"). The Borrower hereby agrees
that (w) all Communications that are to be made available to Public Lenders shall be clearly and
conspicuously marked "PUBLIC" which shall mean that the word "PUBLIC" shall appear
prominently on the first page thereof, (x) by marking Communications "PUBLIC," the Borrower
shall be deemed to have authorized the Agent, the Arranger and the Lenders to treat such
Communications as not containing any material non-public information with respect to the
Borrower or its securities for purposes of United States federal and state securities laws, (y) all
Communications marked "PUBLIC" are permitted to be made available through a portion of the
Platform designated as "Public Investor;" and (z) the Agent and the Arranger shall be entitled to
treat any Communications that are not marked "PUBLIC" as being suitable only for posting on a
portion of the Platform not marked as "Public Investor." Notwithstanding the foregoing, the
Borrower shall be under no obligation to mark any Communications "PUBLIC."
Notwithstanding anything to the contrary herein, the Borrower need not provide to any Public
Lender any information, notice, or other document hereunder that is not public information,
including without limitation, the Notice of Borrowing and any notice of Default.

Section 8.03 No Waiver; Cumulative Remedies, Enforcement. No fai lure by any
Lender, any Issuing Bank or the Agent to exercise, and no delay by any such Person in
exercising, any right, remedy, power or privilege hereunder shall operate as a waiver thereof, nor
shall any single or partial exercise of any right, remedy, power or privilege hereunder preclude
any other or further exercise thereof or the exercise of any other right, remedy, power or
privilege. The rights, remedies, powers and privileges herein provided are cumulative and not
exclusive of any rights, remedies, powers and privileges provided by Law.
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Notwithstanding anything to the contrary contained herein or in any other Loan
Document, the authority to enforce rights and remedies hereunder and under the other Loan
Documents against the Borrower shall be vested exclusively in, and all actions and proceedings
at Law in connection with such enforcement shall be instituted and maintained exclusively by,
the Agent in accordance with Article VI for the benefit of all the Lenders and the IssMg Banks;

provided, however,that the foregoing shall not prohibit (a) the Agent from exercising on its own
behalf the rights and remedies that inure to its benefit (solely in its capacity as Agent) hereunder
and under the other Loan Documents, GJ) any Issuing Bank from exercising the rights and
remedies that inure to its benefit (solely in its capacity as an Issuing Bank) hereunder and under
the other Loan Documents, (c) any Lender from exercising setoff rights in accordance with
Section 8.05 (subject to the terms of Section 2.l5), or (d) any Lender from tiling proofs of claim
or appearing and filing pleadings on its own behalf during the pendency of a proceeding relative
to the Borrower under any Debtor Relief Law, andprovided, further, that if at any time there is
no PersOn acting as Agent hereunder and under the other Loan Documents, then (i) the Required
Lenders shall have the rights otherwise ascribed to the Agent pursuant to Article VI and (ii) in
addition to the matters set forth in clauses (b), (c) and (d) of the preceding proviso and subject to
Section 2.15, any Lender may, wide the consent of the Required Mnders, enforce any rights and

remedies available to it and as authorized by the Required Lenders.

Section 8.04 Costs and Expenses, Indemnity: Damage Waiver.

(a) The Borrower agrees to pay on demand all costs and expenses of the Agent in
connection with the administration, modification and amendment of this Agreement, the Notes
and the other Loan Documents to be delivered hereunder, including, without limitation, the
reasonable fees and expenses of counsel for the Agent with respect thereto and with respect to
advising the Agent as to its rights and responsibilities under this Agreement. The Borrower

Er agrees to pay on demand all costs and expenses of the Agent and the Lenders, if any
(including, without limitation, reasonable counsel fees and expenses), in connection Mth the

enforcement (whether through negotiations, legal proceedings or otheWse) of this Agreement,
the Notes and the other Loan Documents to be del ivered hereunder, including, without
limitation, reasonable fees and expenses of counsel for the Agent and each Lender in connection
with the enforcement of rights under this Section 8.04(a).

(b) The Borrower agrees to indemnify and hold harmless the Agent (and any sub-
agent thereof), each Lender, and each Related Party of any of the foregoing (each, an
"Indemnified Party") from and against any and all claims, damages, losses, liabilities and
expenses (including, without limitation, reasonable fees and expenses of counsel) incurred by or
asserted or awarded against any Indemnified Party, in each case arising out of or in connection
with or by reason of (including, without limitation, in connection with any investigation,
litigation or proceeding or preparation of a defense in connection therewith, whether based on
contract, tort or any other theory,) (i) the Notes, this Agreement, any of the transactions
contemplated herein or the actual or proposed use of the proceeds of any Advance or Letter of
Credit (including any refusal by any Issuing Bank to honor a demand for payment under a Letter
of Credit if the documents presented in connection with such demand do not strictly comply with
the terms of such Letter of Credit), or (ii) the actual or alleged presence of Hazardous Materials
on any property of the Borrower or any of its Subsidiaries or any Environmental Action relating
in any way to the Borrower or any of its Subsidiaries,providedthat such indemnity shall not, as
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to any Indemnified Party, be available to the extent (a) such fees and expenses are expressly
stated in dais Agreement to be payable by the Indemnified Party, included expenses payable
under Section 2.14, Section 5.0l(e) and Section 8.07(b) or (b) such claim, damage, loss, liability
or expense is found in a final, non-appealable judgment by a court of competent jurisdiction to
have resulted from such lndemniiied Party's gross negligence, willful misconduct or material
breach of its obligations under this Agreement, in which case any fees and expenses previously
paid or advanced by the Borrower to such Indemnified Party in respect of such indemnified
obligation will be returned by such Indemnified Party. In the case of an investigation, litigation
or other proceeding to which the indemnity in this Section 8.04(b) applies, such indemnity shall
be effective whether or not such investigation, litigation or proceeding is brought by the
Borrower, its directors, equityholders or creditors or an Indemnified Party or any other Person,
whether or not any Indemnified Party is otherwise a party thereto, and whether or not the
transactions contemplated hereby are cons ented, provided that if the Borrower and such
Indemnified Party are adverse parties in any such litigation or proceeding, and the Borrower
prevails in a final, non-appealable judgment by a court of competent jurisdiction, any fees or
expenses previously paid or advanced by the Borrower to such Indemnified Party pursuant to this
Section 8.04(b) will be returned by such Indemnified Party.

(c) To the extent that the Borrower for any reason fails to indefeasibly pay any
amount required under subsection (a) or (b) of this Section to be paid by it to the Agent (or any
sub-agent thereof), any Issuing Bank or any Related Party of any of the foregoing (and without
limiting its obligation to do so), each Lender severally agrees to pay to the Agent (or any such
sub-agent), such Issuing Bank or such Related Party, as the case may be, such Lender's Ratable
Share (determined as of the time that the applicable unreimbursed expense or indemnity payment
is sought) of such unpaid amount, provided that the unreimbursed expense or indemnified loss,
claim, damage, liability or related expense, as the case may be, was incurred by or asserted
against the Agent (or any such sub-agent) or such Issuing Bank in its capacity as such, or against
any Related Party of any of the foregoing acting for the Agent (or any such sub-agent) or such
Issuing Bank in connection wide such capacity.

(d) Each party hereto also agrees not to assert any claim for special, indirect,
consequential or punitive damages against the other parties hereto, or any Related Person any
party hereto, on any theory of liability, arising out of or otherwise relating to the Notes, this
Agreement, any of the transactions contemplated herein or the actual or proposed use of the
proceeds of the Advances or the Letters of Credit. No Indemnified Party shall be liable for any
damages arising Nom the use by unintended recipients of any information or other materials
distributed by it through telecommunications, electronic or other information transmission
systems (including Intralinks, SyndTrak or similar systems) in connection with this Agreement
or the other Loan Documents, provided that such indemnity shall not, as to any Indemnified
Party, be available to the extent such damages are found in a fined, non-appealable judgment by a
court of competent jurisdiction to have resulted from such Indemnified Party's gross negligence
or willful misconduct.

(e) If any payment of principal of, or Conversion of, any Eurodollar Rate Advance is
made by the Borrower to or for the account of a Lender other than on the last day of the Interest
Period for such Advance, as a result of a payment or Conversion pursuant to Section 2.08(d) or
(e), 2.10 or 2.12, acceleration of the maturity of the Advances pursuant to Section 6.01 or for any
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other reason, or by an Eligible Assignee to a Lender other than on the last day of die Interest
Period for such Advance upon an assignment of rights and obligations under this Agreement
pursuant to Section 8.07 as a result off demand by the Borrower pursuant to Section 8.07(a), the
Borrower shall, upon demand by such Lender (with a copy of such demand to the Agent), pay to
the Agent for the account of such Lender any amounts required to compensate such Lender for
any additional losses, costs or expenses that it may reasonably incur as a result of such payment
or Conversion, including, without limitation, any loss (excluding loss of anticipated profits), cost
or expense incurred by reason of the liquidation or reemployment of deposits or other fords
acquired by any Lender to fund or maintain such Advance.

(D Without prejudice to the survival of any other agreement of the Borrower
hereunder, the agreements and obligations of the Borrower contained in Sections 2.11, 2.14 and
8.04 shall survive the payment in full of principal, interest and all other amounts payable
hereunder and under the Notes.

Section 8.05 Right of Set-off. Upon (i) the occurrence and during the continuance of
any Event of Default and (ii) the malting of the request or the granting of die consent specified
by Section 6.01 to authorize the Agent to declare the Advances due and payable pursuant to the
provisions of Section 6.01 , each Lender, each Issuing Bank and each of their respective
Affiliates is hereby authorized at any time and from time to time, to the fullest extent permitted
by Law, to set off and apply any and all deposits (general or special, time or demand, provisional
or final) at any time held and other indebtedness at any time owing by such Lender, such Issuing
Bank or any such Affiliate to or for the credit or the account of the Borrower against any and all
of the obligations of the Borrower now or hereafter existing under this Agreement or any other
Loan Document to such Lender or Issuing Bank, whether or not such Lender or Issuing Bank
shall have made any demand under this Agreement or such Note and although such obligations
may be contingent or unmanned or are owed to a branch or office of such Lender or such Issuing
Bank different from the branch or office holding such deposit or obligated on such indebtedness.
Each Lender and each Issuing Bank agrees promptly to notify the Borrower after any such set-
off and application, provided that the failure to give such notice shall not affect the validity of
such set-off and application. The rights of each Lender and each Issuing Bank under this Section
are in addition to other rights and remedies (including, without limitation, other rights of set-off)
that such Lender may have.

Section 8.06 Binding Effect. Except as provided in Section 3.01, this Agreement shall
become effective when it shall have been executed by the Borrower and the Agent and when the
Agent shall have been notified by each Initial Lender that such Initial Lender has executed it and
thereafter shall be binding upon and inure to the benefit of the Borrower, the Agent and each
Lender and their respective successors and assigns, except that the Borrower shall not have the
right to assign its rights hereunder or any interest herein without the prior written consent of the
Lenders.

Section8.07 Successors and Assigns.

(a) The provisions of this Agreement shall be binding upon and inure to the benefit of
the parties hereto and their respective successors and assigns permitted hereby, except that the
Borrower may not assign or otherwise transfer any of its rights or obligations hereunder without
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the prior written consent of the Agent and each Lender (and any purported assignment or
transfer without such consent shall be null and void) and no Lender may assign or otherwise
transfer any of its rights or obligations hereunder except (i) to an assignee in accordance with the
provisions of subsection (b) of this Section, (ii) by way of participation in accordance with the
provisions of subsection (d) of this Section, or (iii) by way of pledge or assignment of a secMty

interest subject to the restrictions of subsection (f) of this Section. Nothjng in this Agreement,
expressed or implied, shall be construed to confer upon any Person (other than the parties hereto,
their respective successors and assigns permitted hereby, Participants to the extent provided in
subsection (d) of this Section and, to the extent expressly contemplated hereby, the Related
Parties of each of the Agent, the Issuing Banks and the Lenders) any legal or equitable right,
remedy or claim under or by reason of this Agreement.

(b) Any Lender may at any time assign to one or more assignees all or a portion of its
rights and obligations under this Agreement (including all or a portion of its Revolving Credit
Commitment and the Advances (including for purposes of this subsection (b), participations in
L/C Obligations) at the time owing to it); provided that any such assignment shall be subject to
the following conditions:

(i) Minimum Amounts.

(A) in the case of an assignment of the entire remaining amount of the
assigning Lender's Revolving Credit Commitment and the Advances at the time
owing to it or in the case of an assignment to a Lender, no minimum amount need
be assigned; and

(B) in any case not described in subsection (b)(i)(A) of this Section,
the aggregate amount of the Revolving Credit Commitment (which for this
purpose includes Advances outstanding thereunder) or, if the Revolving Credit
Commitment is not then in effect, the principal outstanding balance of the
Advances of the assigning Lender subject to each such assignment, determined as
of the date the Assignment and Assumption with respect to which such
assignment is delivered to the Agent or, if "Trade Date" is specified in the
Assignment and Assumption, as of the Trade Date, shall not be less than
$5,000,000 unless each of the Agent and, so long as no Event of Default has
occurred and is continuing, the Borrower otherwise consents (each such consent
not to be unreasonably withheld or delayed).

(ii) Proportionate Amounts. Each partial assignment shall be made as an
assignment of a proportionate part of all the assigning Lender's rights and obligations
under this Agreement with respect to the Advances, L/C Obligations or the Revolving
Credit Commitment assigned, and each such assignment shall be of a constant, and not a
varying, percentage of all rights and obligations under this Agreement;

(ii i) Required Consents. No consent shall be required for any assignment
except to the extent required by subsection (b)(i)(B) of this Section and, in addition:
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(A) the consent of doe Borrower (such consent not to be unreasonably
withheld or delayed) shall be required unless (1) an Event of Default has occurred
and is continuing at the time of such assignment or (2) such assignment is to a
Lender, an Affiliate of a Lender or an Approved Fund;

. (B) the consent of the Agent (such consent not to be unreasonably
withheld or delayed) shall be required if such assignment is to a Person that is not
a Lender, an Affiliate of such Lender or an Approved Fund with respect to such
Lender;

(C) the consent  of  each Issuing Bank (such consent  not  to be
unreasonably withheld or delayed) shall be required for any assignment that
increases the obligation of the assignee to participate in exposure under one or
more Letters of Credit (whether or not then outstanding),.

(iv ) Assignment and Assumption. The parties to each assignment shall
execute and deliver to die Agent an Assignment and Assumption, together with a
processing and recordation fee in the amount of $3,500, provided, however, that no such
fee shall be payable in the case of an assignment made at the request of the Borrower to
an existing Lender. The assignee, if  it is not a Lender, shall deliver to the Agent an
Administrative Questionnaire.

(v ) No Assignment to Borrower. No such assigmnent shall be made to the
Borrower or any of the Borrower's Affiliates or Subsidiaries.

(v i) No Assignment to Natural Persons. No such assignment shall be made to
a natural person.

Subject to acceptance and recording thereof by the Agent pursuant to subsection (c) of
this Section and notice thereof to the Borrower, from and after the effective date specified in
each Assignment and Assumption, the assignee thereunder shall be a party to this Agreement
and, to the extent of the interest assigned by such Assignment and Assumption, have the rights
and obligations of a Lender under divs Agreement, and the assigning Lender thereunder shall, to
the extent of the interest assigned by such Assignment and Assumption, be released from its
obligations under this Agreement (and, in the case of an Assignment and Assumption covering
all of the assigning Lender's rights and obligations under this Agreement, such Lender shall
cease to be a party hereto) but shall continue to be entitled to the benefits of Sections 2.11, 2.14
and 8.04 with respect to facts and circumstances occurring prior to the effective date of such
assignment. Upon request, the Borrower (at its expense) shall execute and deliver a Note to the
assignee Lender. Any assignment or transfer by a Lender of rights or obligations Linder this
Agreement that does not comply with this subsection shall be treated for purposes of this
Agreement as a sale by such Lender of  a participation in such rights and obl igations in
accordance with subsection (d) of this Section.

(c) Register. The Agent shall maintain at the Agent's Office a copy of each
Assignment and Assumption delivered to it and a register for the recordation of the names and
addresses of the Lenders, and the Revolving Credit Commitments of and principal amounts of
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I

the Advances and L/C Obligations org to, each Lender pursuant to the terms hereof from time
to time (the "Register"). The entries in the Register shall be conclusive, absent manifest error,
and the Borrower, the Agent and the Lenders may treat each Person whose name is recorded in
the Register pursuant to the terms hereof as a Lender hereunder for all purposes of this
Agreement, notwithstanding notice to the contrary. The Register shall be available for
inspection by the Borrower and any Lender, at any reasonable time and from time to time upon
reasonable prior notice.

(d) Participations. Any Lender may at any mc, without the consent of, or notice to,
the Borrower or the Agent, sell participations to any Person (other than a natural person or the
Borrower or any of the Borrower's Affiliates or Subsidiaries) (each, a "Participant") in all or a
portion of such Lender's rights and/or obligations under this Agreement (including all or a
portion of its Revolving Credit Commitment and/or the Advances (including such Lender's
participations in L/C Obligations) owing to it);providedthat (i) such Lender's obligations under
this Agreement shall remain unchanged, (ii) such Lender shall remain solely responsible to the
other parties hereto for the performance of such obligations, (iii) the Borrower, the Agent, the
Lenders and the Issuing Banks shall continue to deal solely and directly with such Lender in
connection with such Lender's rights and obligations under this Agreement and (iv) no
participant under any such participation shall have any right to approve any amendment or
waiver of any provision of this Agreement or any Note, or any consent to any departure by die
Borrower therefrom, except to the extent that such amendment, waiver or consent would reduce
the principal at, or interest on, any Obligations or any fees or other amounts payable hereunder,
in each case to the extent subject to such participation, or postpone any date fixed for any
payment of principal of, or interest on, any Obligations or any fees or other amounts payable
hereunder, in each case to the extent subj et to such participation.

Any agreement or instrument pursuant to which a Lender sells such a participation shall
provide that such Lender shall retain the sole right to enforce this Agreement and to approve any
amendment, modification or waiver of any provision of this Agreement; provided that such
agreement or instrument may provide that such Lender will not, without the consent of the
Participant, agree to any amendment, waiver or other modification addressing the matters set
forth in clause (iv) above to the extent subject to such participation. Subj et to subsection (e) of
this Section, the Borrower agrees that each Participant shall be entitled to the benefits of Sections
2.1 I, 2.14 and 8.04(e) to the same extent as if it were a Lender and had acquired its interest by
assignment pursuant to subsection (b) of this Section. To the extent permitted by Law, each
Participant also shall be entitled to the benefits of Section 8.05 as though it were a Lender,
providedsuch Participant agrees to be subject to Section 2.15 as though it were a Lender.

(e) Limitations upon Participant Rights. A Participant shall not be entitled to receive
any greater payment under Section 2.11 or 2.14 than the applicable Lender would have been
entitled to receive with respect to the participation sold to such Participant, unless the sale of the
participation to such Participant is made with the Borrower's prior written consent. A
Participant that would be a Foreign Lender if it were a Lender shall not be entitled to the benefits
of Section 2.14 unless the Borrower is notified of the participation sold to such Participant and
such Participant agrees, for the benefit of the Borrower, to comply with Section 2.l4(e) as
though it were a Lender.

C-1163439v621312.00011 67

Page 378 of 509



(D Certain Pledges. Any Lender may at any time pledge or assign a security interest
in all or any portion of its rights under this Agreement (including under its Note, if any) to secure
obligations of such Lender, including any pledge or assignment to secure obligations to a Federal
Reserve Bank, provided that no such pledge or assignment shall release such Lender from any of
its obligations hereunder or substitute any such pledge or assignee for such Lender as a party
hereto.

Resignation as an Issuing Bank after Assignment. Notwithstanding anything to
the contrary contained herein, if at any dine any Issuing Bank assigns all of its Revolving Credit
Commitment and Advances pursuant to subsection (b) above, such Issuing Bank may, upon 30
days' notice to the Borrower and the Lenders, resign as an Issuing Bank. If any Issuing Bank
resigns, it shall retain all the rights, powers, privileges and duties of an Issuing Bank hereunder
with respect to all Letters of Credit outstanding as of the effective date of its resignation as an
Issuing Bank and all L/C Obligations with respect thereto (including the right to require the
Lenders to make Base Rate Advances or ftmd risk participations in Unreimbursed Amounts
pursuant to Section 2.03 (c)).

(8)

(h) The words "execution," "signed," "signature," and words of like import in any
Assignment and Assumption shall be deemed to include electronic signatures or the keeping of
records in electronic form, each of  which shal l  be of  the same legal  ef fect,  val idi ty or
enforceability as a manually executed signature or the use of a paper-based recordkeeping
system, as the case may be, to the extent and as provided for in any applicable Law, including
the Federal Electronic Signatures in Global and National Commerce Act, the New York State
Electronic Signatures and Records Act, or any other similar state Laws based on the Uniform
Electronic Transactions Act.

Section 8.08 Confidentiality. Neither the Agent nor any Lender may disclose to any
Person any confidential, proprietary or non-public information of the Borrower furnished to the
Agent or the Lenders by the Borrower (such information being referred to collectively herein as
the "Borrower Information"), except that each of the Agent and each of the Lenders may disclose
Borrower Information (i) to its and its affiliates' employees, officers, directors, agents and
advisors having a need to know in connection with this Agreement (it being understood dirt the
Persons to whom such disclosure is made will be informed of the confidential nature of such
Borrower Information and instructed to keep such Borrower Information confidential on
substantially the same terms as provided herein), (ii) to the extent requested by any regulatory
authority, (iii) to the extent required by applicable Laws or regulations or by any subpoena or
similar legal process, (iv) to any other party to this Agreement, (v) in connection with the
exercise of any remedies hereunder or any suit, action or proceeding relating to this Agreement
or the enforcement of rights hereunder, (vi) subject to an agreement coni ng provisions
substantially the same as those of this Section 8.08, to any assignee or participant or prospective
assignee or participant, (vii)to the extent such Borrower Information (A) is or becomes generally
available to the public on a non-confidential basis other than as a result of a breach of this
Section 8.08 by the Agent or such Lender or their Related Parties, or (B) is or becomes available
to the Agent or such Lender on a no confidential basis from a source other than the Borrower
(provided that the source of such information was not known by the recipient after inquiry to be
bound by a confidentiality agreement with or other contractual, legal or fiduciary obligation of
confidentiality to the Borrower or any other Person with respect to such information) and (viii)
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with the consent of the Borrower. The obligations under this Section 8.08 shall survive for two
calendar years after the date of the termination of this Agreement.

Section 8.09 Governing Law. This Agreement and the Notes shall be governed by, and
construed in accordance Mth, the Laws of the State of New York (including Sections 5-1401 and
5-1402 of the General Obligations Law but otherwise without regard to conflict of law
principles).

Section 8.10 Counterparts; Integration: Effectiveness. This Agreement  may be
executed in counterparts (and by different parties hereto in different counterparts), each of which
shall constitute an original, but all of  which when taken together shall constitute a single
contract. This Agreement and the other Loan Documents constitute the entire contract among
the parties relating to the subject matter hereof and supersede any and all previous agreements
and understandings, oral or written, relating to the subject matter hereof Except as provided in
Section 3.01, this Agreement shall become effective when it shall have been executed by the
Agent and when the Agent shall have received counterparts hereof that, when taken together,
bear the signatures of each of the other parties hereto. Delivery of an executed counterpart of a
signature page of  this Agreement by telecom or other electronic imaging means shall be
effective as delivery of a manually executed counterpart of this Agreement.

Section 8.11 Jurisdiction, Etc.

(a) Each of the parties hereto hereby submits to the non-exclusive jurisdiction of any
New York State court or federal court of the United States of America sitting in New York City,
and any appellate court from any thereof, in any action or proceeding arising out of or relating to
this Agreement or the other Loan Documents, or for recognition or enforcement of any
judgment, and each of the parties hereto hereby agrees that all claims in respect of any such
action or proceeding may be heard and determined in any such New York State court or, to the
extent permitted by Law, in such federal court. Nothing in this Agreement shall affect any right
that any party may otherwise have to bring any action or proceeding relating to this Agreement
or the Notes in the courts of any jurisdiction.

(b) Each of the parties hereto irrevocably and unconditionally waives, to the fullest
extent it may legally and effectively do so, any obi section that it may now or hereafter have to the
laying of venue of any suit, action or proceeding arising out of or relating to divs Agreement or
the Notes in any New York State or federal court. Each of the parties hereto hereby irrevocably
waives, to the fullest extent permitted by Law, the defense of an inconvenient forum to the
maintenance of such action or proceeding in any such court.

Section 8.12 Payments Set Aside. To the extent that any payment by or on behalf of
the Borrower is made to the Agent, any Issuing Bank or any Lender, or the Agent, any Issuing
Bank or any Lender exercises its right of setoff, and such payment or the proceeds of such setoff
or any part thereof is subsequently invalidated, declared to be fraudulent or preferential, set aside
or required (including pursuant to any settlement entered into by the Agent, such Issuing Bank or
such Lender in its discretion) to be repaid to a trustee, receiver or any other party, in connection
with any proceeding under any Debtor Relief Law or otherwise, then (a) to the extent of such
recovery, the obligation or part thereof originally intended to be satisfied shall be revived and
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continued in full force and effect as if such payment had not been made or such setoff had not
occurred, and (b) each Lender and each Isstu'ng Bank severally agrees to pay to the Agent upon
demand its applicable share (without duplication) of any amount so recovered from or repaid by
the Agent, plus interest thereon from the date of such demand to the date such payment is made
at a rate per annum equal to the Federal Funds Rate from time to time in effect. The obligations
of the Lenders and the Issuing Banks under clause (b) of the preceding sentence shall survive the
payment in full of the Obligations and the termination of this Agreement.

Section 8.13 Patriot Act. Each Lender hereby notifies the Borrower that pursuant to the
reqLu'rements of the USA Patriot Act (Title III of Pub. L. 107-56 (signed into law October 26,
200l)) (the "Act"), it is required to obtain, verify and record information that identifies each
borrower, guarantor or grantor (the "Loan Parties"), which information includes the name and
address of each Loan Party and other information that will allow such Lender to identify such
Loan Party in accordance with the Act, The Borrower shall provide, to the extent commercially
reasonable, such information and take such actions as are reasonably requested by the Agent or
any Lender in order to assist the Agent and such Lender in maintaining compliance with the Act.

Section 8.14 Waiver of Jm'y Trial. EACH OF THE BORROWER, THE AGENT AND
THE LENDERS HEREBY IRREVOCABLY WAIVES ALL RIGHT To TRIAL BY JURY IN
ANY ACTION, PROCEEDING OR COUNTERCLAIM (WHETHER BASED ON
CONTRACT, TORT OR OTHERWISE) ARISING OUT OF OR RELATING To. THIS
AGREEMENT, THE NOTES OR ANY OTHER LOAN DOCUMENT OR THE ACTIONS OF
THE BORROW ER,  THE AGENT OR ANY LENDER IN THE NEGOTIATION,
ADMINISTRATION, PERFORMANCE OR ENFORCEMENT THEREOF »

Section 8.15 No Advisorv or Fiduciarv Responsibility. 111 connection with all aspects
of each transaction contemplated hereby, the Borrower acknowledges and agrees that: (i) the
credit facilities provided for hereunder and any related arranging or other services in connection
therewith (including in connection with any amendment, waiver or other modification hereof or
of any other Loan Document) are an arm's-length commercial transaction between the Borrower,
on the one hand, and the Agent, each of the Lenders and each of the Arrangers, on the other
hand, and the Borrower is capable of evaluating and understanding and understands and accepts
the terms, risks and conditions of the transactions contemplated hereby and by the other Loan
Documents (including any amendment, waiver or other modification hereof or thereof); (ii) in
connection with the process leading to such transaction, each of the Agent, the Lenders and the
Arrangers is and has been acting solely as a principal and is not the financial advisor, agent or
fiduciary, for the Borrower or any of its Affiliates, stockholders, creditors or employees or any
other Person, (iii) nerdier the Agent nor any Lender or Arranger has assumed or will assume an
advisory, agency or fiduciary responsibility in favor of the Borrower with respect to any of the
transactions contemplated hereby or the process leading thereto, including MM respect to any
amendment, waiver or other modification hereof or of any other Loan Document (irrespective of
whether the Agent or any Lender or Arranger has advised or is currently advising the Borrower
or any of its Affiliates on other matters) and neither the Agent nor any Lender or Arranger has
any obligation to the Borrower with respect to the transactions contemplated hereby except those
obligations expressly set forth herein and in the other Loan Documents, (iv) the Agent, each of
the Lenders and the Arrangers and their respective Affiliates may be engaged in a broad range
of transactions that involve interests that differ from those of the BOrrower and its Affiliates, and
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neither the Agent nor any Lender or Arranger has any obligation to disclose any of such interests
by virtue of any advisory, agency or fiduciary relationship; and (v) the Agent and each Lender
and Arranger have not provided and will not provide any legal, accounting, regulatory or tax
advice with respect to any of the transactions contemplated hereby (including any amendment,
waiver or other modification hereof or ofany other Loan Document) and the Borrower has
consulted its own legal, accounting, regulatory and tax advisors to the extent it has deemed
appropriate. The Borrower hereby waives and releases, to the fullest extent permitted by Law,
any claims that it may have against the Agent and each Lender and Arranger with respect to any
breach or alleged breach of agency or fiduciary duty in connection with the Loan Documents.

Section 8.16 Survival of Representations and Warranties. All representations and
warranties made hereunder and in any other Loan Document or other document delivered
pursuant hereto or thereto or in connection herewith or therewith shall survive the execution and
delivery hereof and thereof Such representations and warranties have been or will be relied
upon by the Agent and each Lender, regardless of any investigation made by the Agent or any
Lender or on their behalf, and shall continue in full force and effect as long as any Advance or
any other Obligation hereunder shall remain unpaid or unsatisfied or any Letter of Credit shall
remain outstanding.

Section 8.17 Severability. If any provision of this Agreement or the other Loan
Documents is held to be illegal, invalid or unenforceable, (a) the legality, validity and
enforceability of the remaining provisions of this Agreement and the other Loan Documents
shall not be affected or impaired thereby and (b) the parties shall endeavor in good faith
negotiations to replace the illegal, invalid or meMorceable provisions with valid provisions the
economic effect of which comes as close as possible to that of the illegal, invalid or
unenforceable provisions. The invalidity of a provision in a particular jurisdiction shall not
invalidate or render unenforceable such provision in any other jurisdiction.
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed
by their respective officers thereunto duly authorized, as of the date first above written.

PINNACLE WEST CAPITAL CORPORATION

By

Name:
Title :

9 8
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ADMINISTRATIVE AGENT : BANK OF AMERICA.

By

Bank and Lender
N.A., as Agent, Issuing

Name :
Title:
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LENDERS:

By

[Lender]

Name:
Title:

c-1163439v621312.000l1 74

Page 385 of 509



SCHEDULE 1.01
COMMITMENTS AND RATABLE SHARES

Bank

Bank of America, N.A.
Wells Fargo Bank, National Association
Barclays Bank PLC
Credit Suisse AG, Cayman Islands Branch
Deutsche Bank AG New York Branch
Goldman Sachs Bank USA
KeyBank National Association
Mizuho Corporate Bank, Ltd.
Scotiabanc Inc.
SunTrust Bank
The Royal Bank of Scotland plc
U.S. Bank National Association
UBS AG, Stamford Branch
Union Bank, N.A.
Citibank, N.A.
JPMorgan Chase Bank, N.A.
Morgan Stanley Bank, N.A.
National Bank of Arizona
The Bank of New York Mellon
Bank of Communications Co., Ltd., New York Branch
Bank of Taiwan, Los Angeles Branch
CIBC Inc.
First Commercial Bank, New York Agency
Sumitomo Mitsui Banking Corp., New York
Taiwan Business Bank
Taiwan Cooperative Bank, Los Angeles Branch
The Bank of East Asia, Limited, Los Angeles Branch
The Northern Trust Company
UMB Bank Arizona, N.A.
TOTAL

Revolving Credit
Commitment

$10,000,000.00
$10,000,000.00
$10,000,000.00
$10,000,000.00
$7,714,285.71
$7,714,285.71
$7,714,285.71
$7,714,285.71
$7,714,285.71
$7,714,285.71
$77714,285.71
$7,714,285.71
$7,714,285.71
$7,714,285.71
$6,571,428.58
$6,571,428.58
$6,571,428.58
$6,571,428.58
$6,571,428.58
$5,000,000.00
$5,000,000.00
$5,000,000.00
$5,000,000.00
$5,000,000.00
$5,000,000.00
$5,000,000.00
$5,000,000.00
$5,000,000.00
$5,000,000.00

$200,000,000.00

Ratable Share
5.000000000%
5.000000000%
5.000000000%
5.000000000%
3.857142855%
3.857142855%
3.857142855%
3.857142855%
3.857142855%
3.857142855%
3.857142855%
3.857142855%
3.857142855%
3.857142855%
3.285714290%
3.285714290%
3.285714290%
3.285714290%
3.285714290%
2.500000000%
2.500000000%
2.500000000%
2.500000000%
2.500000000%
2.500000000%
2.500000000%
2.500000000%
2.500000000%
2.500000000%
100.000000000%
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SCHEDULE 4.01(j)
SUBSIDIARIES

Arizona Public Service Company
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SCHEDULE 4.01(k)
EXISTING INDEBTEDNESS

None.
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SCHEDULE 8.02
CERTAIN ADDRESSES FOR NOTICES

BORROWER:

Pinnacle West Capital Corporation
400 North 5th Street
Mail Station 9036
Phoenix, AZ 85004
Attention: Treasurer
Telephone: (602)250-3800
Telecopier: (602)250-3303
Electronic iames.hatfield@pinnaclewest.com

AGENT :

Agent's Office
0'0r payments and Requests for Credit Extensions):

Bank of America, N.A.
Large Corporate Loan Servicing
901 Main Street, 14 Floor
Dallas, Texas 75202
Attention:
Telephone:
Telecopier:
Electronic Mail:

Nita Gersmng
(214)209-9126
(214)290-9478
nita.gerst"un;;@baml.com

Agent 's Account/Wiring Information:

Bank of America
Account No. :
ABA No :
Account Name :
Ref:

New York, NY
1292000883
026009593
Corporate Credit Services
Pinnacle West Capital Corporation

Other Notices asAgent:

Bank of America, N.A.
Agency Management
101 N. Tryon Street
Mail Code: NCI-001-15-14
Charlotte, NC 28255
Attention:
Telephone:
Facsimile:
Electronic Mail:

Maria A. McClain
(980)388-1935
(704)409-0913
maria.a.mcclain@bam1.com
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ISSUING BANKS:

Bank 0fAmerica

Bank of America, N.A.
Trade Operations
1000 West Temple Street, 7m Floor
Mail Code: CA9-705-07-05
Los Angeles, CA 90012- 1514

Attention:
Telephone:
Telecopier:
Email:

Hermann J. Schutterle
213-481-7826
213-580-8441
Hermann. schutter1e@bankofamerica.com

Wells Fargo Bank. National Association

Wachovia Bank, National Association
401 Linden Street
Mail Code: MAC D4004-012
Winston-Salem, North Carolina 27101
Attention: Standby Letters of Credit
Telephone: (800)776-3862 option 2
Telecopy: (336)735-0950
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EXHIBIT A - FORM OF
PROMISSORY NOTE

9 200

FOR VALUE RECEIVED, the undersigned, PINNACLE WEST CAPITAL
CORPORATION, an Arizona corporation (the "Borrower"), hereby promises to pay to the order
of or its registered assigns (the "Lender"), in accordance with the provisions of the
Credit Agreement (as hereinafter defined), the principal amount of each Advance from time to
time made by the Lender to the Borrower pursuant to the Three-Year Credit Agreement dated as
of February 12, 2010 among the Borrower, the Lender and certain other lenders parties thereto,
the Arrangers, and Bank of America, N.A., as Agent for the Lender and such other lenders, and
the issuing banks and other agents party thereto (as amended or modified from time to time, the
"Credit Agreement", the terms defined therein being used herein as therein defined) outstanding
on such date.

The Borrower promises to pay interest on the unpaid principal amount of each Advance
from the date of such Advance until such principal amount is paid in full, at such interest rates,
and payable at such times, as are specified in the Credit Agreement.

Both principal and interest are payable in lawful money of the United States of America
to the Agent for the account of the Lender in same day fids at the address and account specified
on Schedule 8.02. Each Advance owing to the Lender by the Borrower pursuant to the Credit
Agreement, and all payments made on account of principal thereof shall be recorded by the

Lender and, prior to any transfer hereof; endorsed on the grid attached hereto which is part of
this Promissory Note.

This Promissory Note is one of the Notes referred to in, and is entitled to the benefits of,
the Credit Agreement. The Credit Agreement, among other things, (i) provides for the making of
Advances by the Lender to the Borrower from time to time in an aggregate amount not to exceed
at any time the Lender's Unused Commitment, the indebtedness of the Borrower resulting from
each such Advance being evidenced by this Promissory Note and (ii) contains provisions for
acceleration of the maturity hereof upon the happening of certain stated events and also for
prepayments on account of principal hereof prior to the maturity hereof upon the terms and
conditions therein specified.

THIS PROMISSORY NOTE SHALL BE GOVERNED BY AND CONSTRUED IN
ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK.

PINNACLE WEST CAPITAL CORPORATION

By:

Name:

Title :
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ADVANCES AND PAYMENTS OF PRINCIPAL

Date
Amount of
Advance

Amount of
Pr'lncipal Paid

or Prepaid
Unpaid Principal

Balance
Notation
Made By
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EXHIBIT B FORM OF NOTICE OF
BORROWING

Bank of America, N.A., as Agent
for the Lenders parties
to the Credit Agreement
referred to below

Attention: Bank Loan Syndications Department

[Date]

Ladies and Gentlemen:

The undersigned, Pinnacle West Capital Corporation, refers to the Three-Year Credit
Agreement, dated as of February 12, 2010 (as amended or modif ied from time to time, the
"Credit Agreement", the terms defined therein being used herein as therein defined), among the
undersigned, certain Lenders parties thereto, the Arrangers, Bank of America, N.A., as Agent for
said Lenders and the issuing banks and other agents party thereto, and hereby gives you notice,
irrevocably, pursuant to Section 2.02 of the Credit Agreement that the undersigned hereby
requests a Borrowing under the Credit Agreement, and in that connection sets forth below the
information relating to such Borrowing (the "Proposed Borrowing") as required by Section
2.02(a) of the Credit Agreement:

(i)
(ii)

(iii)
[(iv)

The Business Day of the Proposed Borrowing is , 20 .
The Type of  Advances comprising the Proposed Borrowing is [Base Rate
Advances] [Eurodollar Rate Advances].
The aggregate amount of the Proposed Borrowing is $ .
The initial Interest Period for each Eurodollar Rate Advance made as part of the
Proposed Borrowing is month[s].]

The undersigned hereby certifies that the following statements are true on the date hereof,
and will be true on the date of the Proposed Borrowing:

(A ) the representations and warranties contained in Section 4.01 (other than Sections
4.01(k), 4.01(e)(ii) and 4.0l(i)(ii)) Of the Credit Agreement are correct, before and alter giving
effect to the Proposed Borrowing and to the application of the proceeds therefrom, as though
made on and as of such date;

(B) no event has occurred and is continuing, or would result &om such Proposed
Borrowing or from the application of the proceeds theretiom, that constitutes a Default, and

(C) after giving effect to the Proposed Borrowing, the Indebtedness of the Borrower
does not exceed that permitted by (A) applicable resolutions of the Board of Directors of the
Borrower or (B) applicable Laws of any Governmental Authority.
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By

Very truly yours,

PINNACLE WEST CAPITAL CORPORATION

Title: .
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EXHIBIT C - FORM OF
ASSIGNMENT AND ASSUMPTION

This Assigmnent and Assumption (the "Assignment and Assumption") is dated as of the
Effective Date set forth below and is entered into by and between [Insert name of Assignor]
(the "Assignor") and [Insert name of Assignee] (the "Assignee"). Capitalized terms used but
not defined herein shall have the meanings given to them in the Credit Agreement identified
below (as amended, the "Credit Agreement"), receipt of a copy of which is hereby acknowledged
by the Assignee. Annex 1 attached hereto (the "Standard Terms and Conditions") is hereby
agreed to and incorporated herein by reference and made a part of this Assignment and
Assumption as if set forth herein in full.

For an agreed consideration, the Assignor hereby irrevocably sells and assigns to the
Assignee, and the Assignee hereby irrevocably purchases and assumes from the Assignor,
subject to and in accordance with the Standard Terms and Conditions and the Credit Agreement,
as of the Effective Date referred to below (i) all of the Assignor's rights and obligations in its
capacity as a Lender under the Credit Agreement and any other documents or instruments
delivered pursuant thereto to the extent related to the amount and percentage interest identified
below of all of such outstanding rights and obligations of the Assignor under the respective
facilities identified below (including without limitation any letters of credit, guarantees, and
swingline loans included in such facilities) and (ii) to the extent permitted to be assigned under
applicable Law, all claims, suits, causes of action and any other right of the Assignor (in its
capacity as a Lender) against any Person, whether known or unknown, arising under or in
connection with the Credit Agreement, any other documents or instruments delivered pursuant
thereto or the loan transactions governed thereby or in any way based on or related to any of the
foregoing, including, but not limited to, contract claims, tort claims, malpractice claims, statutory
claims and all other claims at Law or in equity related to the rights and obligations sold and
assigned pursuant to clause (i) above (the rights and obligations sold and assigned pursuant to
clauses (i) and (ii) above being referred to herein collectively as, the "Assigned Interest"). Each
such she and assignment is without recourse to the Assignor and, except as expressly provided
in this Assignment and Assumption, without representation or warranty by the Assignor.
Assignee shall deliver (if it is not already a Lender) to the Agent an Administrative
Questionnaire.

1.

2.

Assignor:

Assignee:
[and is an Affiliate of [identify Bank]1]

3.

4.

5.

Borrower: Pinnacle West Capital Corporation

Agent: Bank of America, N.A., as the administrative agent under the Credit Agreement

Credit Agreement: The Three-Year Credit Agreement dated as of February 12, 2010,
by and among the Borrower, the Lenders party thereto, the Arrangers, the Agent and the
Issuing Banks and other agents party thereto.

6. Assigned Interest:

1 Select as applicable.
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Aggregate Amount
of Commitment for

all Lenders

Amount of
Commitment

Assigned

Percentage
Assigned of

Commitrnent2
CUSIP

Number

$ $ %

[7. Trade Date: 13

9 [TO BE INSERTED BY AGENT AND WHICH SHALL BE THE
EFFECTIVE DATE OF RECORDATION OF TRANSFER IN THE REGISTER
Effective Date: 20

THEREFOR.]
The terms set forth in this Assignment and Assumption are hereby agreed to :

ASSIGNOR
[NAME OF ASSIGNOR]

By:

Title:

ASSIGNEE
[NAME OF ASSIGNEE]

By:

Title:
[Consented to and]4 Accepted:
BANK OF AMERICA, N.A. as Agent

By
Title:

2 Set forth, to at least 9 decimals, as a percentage of the Commitment of all Banks thereunder.
3 To be completed if the Assignor and the Assignee intend that the m'mimum assignment amount is to be determined
as of the Trade Date.
4 To be added only if the consent of the Agent is required by the terms of the Credit Agreement.
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[Consented to:]5
[WELLS FARGO BANK, NATIONAL ASSOCIATION as Issuing Bank]

By

Name :

Title:

[BANK OF AMERICA, N.A., as Issuing Bank]
By

Name:

Title:

PINNACLE WEST CAPITAL CORPORATION

By

Name:

Title :

5 To be added only if the consent of the Borrowers and/or other parties (e.g. Issuing Bank) is required by the terms
of the Credit Agreement.
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ANNEX 1 To ASSIGNMENT AND ASSUMPTION
STANDARD TERMS AND CONDITIONS FOR

ASSIGNMENT AND ASSUMPTION

1. Representations and Warranties.

1.1 Assignor. The Assignor (a) represents and warrants that (i) it is the legal and
beneficial owner of the Assigned Interest, (ii) the Assigned Interest is free and clear of any lien,
encumbrance or other adverse claim and (iii) it has full power and authority, and has taken all
action necessary, to execute and deliver this Assignment and Assumption and to consummate the
transactions contemplated hereby, and (b) assumes no responsibility with respect to (i) any
statements, warranties or representations made in or in connection wide the Credit Agreement or
any other Loan Document, (ii) die execution, legality, validity, enforceability, genuineness,
sufficiency or value of the Loan Documents, (iii) the financial condition of the Borrower, any of
its Subsidiaries or Affiliates or any other Person obligated in respect of any Loan Document or
(iv) the performance or observance by the Borrower of any of its obligations under any Loan
Document.

1.2 Assignee. The Assignee (a) represents and warrants that (i) it has full power and
authority, and has taken all action necessary, to execute and deliver this Assignment and
Assumption and to consummate the transactions contemplated hereby and to become a Lender
under the Credit Agreement, (ii) it meets all the requirements to be an Eligible Assignee Linder
Section 8.07 of the Credit Agreement (subj et to such consents, if any, as may be required under
Section 8.07 of the Credit Agreement), (iii) ham and after the Effective Date, it shall be bound
by the provisions of the Credit Agreement as a Lender thereunder and, to the extent of the
Assigned Interest, shall have the obligations of a Lender thereunder, (iv) it is sophisticated with
respect to decisions to acquire assets of the type represented by the Assigned Interest and either
it, or the Person exercising discretion in making its decision to acquire the Assigned Interest, is
experienced in acquiring assets of such type, (v) it has received a copy of the Credit Agreement,
and has received or has been accorded the opportunity to receive copies of the most recent
financial statements delivered pursuant to Section 4.0l(e) or 5..01(h), as applicable, thereof, as
applicable, and such other documents and information as it deems appropriate to make its own
credit analysis and decision to enter into this Assignment and Assumption and to purchase the
Assigned Interest, (vi) it has, independently and without reliance upon the Agent or any other
Lender and based on such documents and information as it has deemed appropriate, made its
own credit analysis and decision to enter into this Assignment and Assumption and to purchase
the Assigned Interest, and (vi) if it is a foreign lender, attached to the Assignment and
Assumption is any documentation required to be delivered by it pursuant to the terms of the
Credit Agreement, duly completed and executed by the Assignee; and (b) agrees that (i) it will,
independently and without reliance on the Agent, the Assignor or any other Lender, and based on
such documents and information as it shall deem appropriate at the time, continue to make its
own credit decisions in taking or not taddng action under the Loan Documents, and (ii) it will
perform in accordance with their terms all of the obligations which by the terms of the Loan
Documents are required to be performed by it as a Lender.

2. Payments. From and after the Effective Date, the Agent shall make all payments
in respect of the Assigned Interest (including payments of principal, interest, fees and other
amounts) to the Assignor for amounts which have accrued to but excluding the Effective Date
and to the Assignee for amounts which have accrued from and after the Effective Date.
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3. ' General Provisions. This Assignment and Assumption shall be binding upon, and
inure to the benefit of the parties hereto and their respective successors and assigns. This
Assignment and Assumption may be executed in any number of counterparts, which together
shall constitute one instrument. Delivery of an executed counterpart of a signature page of this
Assignment and Assumption by facsimile shall be effective as delivery of a manually executed
counterpart of this Assignment and Assumption. This Assignment and Assumption shall be
governed by, and construed in accordance with, the Law of the State of New York.
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Nickloy, Lee R(Z08122)

From:
Sent:
To:
Subject:
Attachments:

Philip.Smyth@fitchratings.com
Tuesday, May 25, 2010 6:43 PM
Nickloy, Lee R(Z08122)
RE: Bank agreements...
PNW Credit_Agreement-Final.DOC

Thanks Lee.
-----Lee.Nicklov@PinnacleWest.com wrote:

To:Philip.Smvth@fitchratings.com
From:Lee.Nicklov@Pinnac1eWest.corn
Date* 05/25/2010 08:34PM
Subject: RE: Bank agreements...

Phil,

...and attached is the PNW credit agreement

-Original Message-
From: Philip.Smyth@fitchratings.com [mailto:Philip.Smyth@fitchratings.com]
Sent: Tuesday, May 25, 2010 2:29 PM
To: Nickloy, Lee R(Z08122)
Subject: Bank agreements...

Lee,

Would you please send me the renegotiated bank facility documents at your
convenience.

Thanks ,

Phil

Confidentiality Notice: The information contained in this e-mail and any attachment (s)
is confidential and for the use of the addressee (s) only. If you are not the intended
recipient of this e-mail, do not duplicate or redistribute it by any means. Please
delete this e~mail and any attachment (s) and notify us immediately. Unauthorized use,
reliance, disclosure or copying of the contents of this e-mail and any attachment (s) , or
any similar action, is strictly prohibited. Fitch Ratings reserves the right, to the
extent permitted by applicable law, to retain, monitor and intercept e-mail messages both
to and from its systems.

This e-mail has been scanned by the MessageLabs Email Security System.
information, please visit http://www.messagelabs.com/email.

For more

Email Firewall made the following annotations

NOTICE
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This message is for the designated recipient only and may contain confidential,
privileged or proprietary information. If you have received it in error, please notify
the sender immediately and delete the original and any copy or printout. Unintended
recipients are prohibited from making any other use of this e-mail. Although we have
taken reasonable precautions to ensure no viruses are present in this e-mail, we accept
no liability for any loss or damage arising from the use of this e-mail or attachments,
or for any delay or errors or omissions in the contents which result from e-mail
transmission.

This email has been scanned by the MessageLabs Email Security System.
For more information please visi t http://www.messagelabs.com/email

Confidentiality Notice: The information contained in this e~mail and any attachment(s) is confidential and for
the use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or
redistribute it by any means. Please delete this e-mail and any attachment(s) and notify us immediately.
Unauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or any
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law,
to retain, monitor and intercept email messages both to and from its systems.

This e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit
http://wwwmessagelabs.com/email.
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McGill, James T(z11171l

Subject: FW: June 11th dial in number

From: Nunley, Dody D(Z02969)
Sent: Thursday, May 27, 2010 10:35 AM
To: 'Bettinelli, Antonio'
Subject: RE: June 11th dial in number

Certainly
Lee Nickloy will be the Leader

Dial-in Number: (877)857-7026
Conference Code: 6022502695

From: Bettinelli, Antonio [mailto:Antonio_Bettinelli@standardandpoors.com]
Sent: Thursday, May 27, 2010 10:30 AM
To: Nunley, Dody D(Z02969)
Subject: June 11th dial in number

Dody,

Apparently, we do not provide dial in numbers to our issuers. Will you be able to send us a dial-in number?
Thanks.

Tony Bettinelli
Associate
Corporate & Government Ratings
Standard & Poor's
One Market, Steuart Tower, 15th Floor, San Francisco, CA 94105
(415)371-5067

tonv_bettinelli@sandp.com

Standard & Poor's: Empowering Investors and Markets for 150 Years

a n w r l n n u r - ! » \ ! =
~»<»<»»»-~»>.

es u ae

The information contained in this message is intended only for the recipient, and may be a confidential attorney-
client communication or may otherwise be privileged and confidential and protected from disclosure. If the
reader of this message is not the intended recipient, or an employee or agent responsible for delivering this
message to the intended recipient, please be aware that any dissemination or copying of this communication is
strictly prohibited. If you have received this communication in error, please immediately notify us by replying
to the message and deleting it from your computer. The McGraw-Hill Companies, Inc. reserves the right,
subject to applicable local law, to monitor and review the content of any electronic message or information sent
to or from McGraw-Hill employee e-mail addresses without informing the sender or recipient of the message.

nv :
*

1

Page 402 of 509



McGill, James T(z71171?

From:
Sent
Subject:

Higuchi, Dene C(Z05435) on behalf of Hickman, Rebecca (Z46875)
Tuesday, June 01, 2010 11:12 AM
PNW: KLEIN ELECTED To PINNACLE WEST BOARD oF DIRECTORS

Our Board of Directors has elected Dr. Dale E. Klein to the Board. The news release announcing Dr. Klein's
addition is included below in this message.

As always, if you have any questions about this announcement or need other information about our company,
please contact me.

Sincerely,
$'ee»é'_y
Rebecca L. Hickman
Director of Investor Relations I Pinnacle West Capital Corporation
Two Arizona Center | 400 North 5th Street | Station 9998 I Phoenix, Az85004
Office 602-2506668 l Fax 602-250-27B9 | E-mail rhickman@oinnaclewest.com

FORMER NUCLEAR REGULATORY COMMISSION CHAIRMAN ELECTED To PINNACLE WEST BOARD OF

DIRECTORS
Dr. Dale E. Klein Joins Board

PHOENIX -The Board of Directors of Pinnacle West Capital Corporation (NYSE: PNW) announced today that
Dr. Dale E. Klein has been elected to the Pinnacle West Board of Directors. He also has joined the Board of
Pinnacle West's principal subsidiary, Arizona Public Service Company.

Dr. Klein, 62, served as Chairman of the U.S. Nuclear Regulatory Commission from lily 2006 to May 2009, and
thereafter as a Commissioner until March 30, 2010. Prior to his service on the NRC, Dr. Klein was Assistant to
the Secretary of Defense for Nuclear, Chemical and Biological Defense Programs from November 2001 to July
2006. Before embarking on his government service, Dr. Klein held a variety of teaching and leadership
positions at the College of Engineering of the University of Texas at Austin, with a focus on the University's
nuclear program. Since leaving the NRC, he has returned to the University as Professor of Mechanical
Engineering, Associate Vice President for Research, and Associate Director of the University's Energy Institute.

"Dr. Klein's world-class expertise in all aspects of nuclear energy regulation, operation, technology and safety
will make him an outstanding addition to our Board," said Pinnacle .West Chairman, President and Chief
Executive Officer Don Brandt. "We will benefit from the same high standards, excellent business practices,
focus on new technologies, communication skills, and sound judgment that Dr. Klein brought to the NRC. His
wide national and international experience in the nuclear energy industry and in government will be of great
value to our company, not only from the perspective of our operations at the Palo Verde nuclear station, but
also as we take advantage of opportunities in our evolving utility business."

Dr. Klein is a Fellow of the American Society of Mechanical Engineers and the American Nuclear Society, and
the recipient of numerous professional awards in the engineering field. He has published more than 100
technical papers and reports, and co-edited one book. Dr. Klein received his Ph.D. in Nuclear Engineering from
the University of Missouri - Columbia in 1977.
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Pinnacle West is a Phoenix-based company with consolidated assets of about $12 billion. Through its
subsidiaries the Company generates, sells and delivers energy related products and services to retail and
wholesale customers in the western United States.

# # #
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McGill, James T(Z71171)

Subject:
Attachments:

FW: Fitch Reports Attached For Your Review
PNW cu 6.4.2010.dOc, pNW-ApS-CU_5.4.2010.dQ¢

-----Original Message-----
From: Philip.Smyth@fitchratings.com [mailto:philip.smyth@+itchratings.com]
Sent: Friday, June e4, 2610 6:20 AM
To: nickloy, Lee R(ZG8122)
Subject: Fitch Reports Attached For Your Review

Lee,

Please review
convenience.

the attached Fitch reports covering PNW and APS for ¥actua1 accuracy, at your
Thank you in advance for your help.

Sincerely,

Phil

Philip w. Smyth, CFA
Senior Director
Fitch Ratings
telephone: 212 908 0531

(See attached file: PNW CU_6.4.2918.doc)(See attached file:
PNW Ap$ C1L6 .4.2a10.d0€§

Confidentiality Notice: The information contained in this e-mail and any attachment(s) is
con¥identia1 and for the use of the addressee(s) only. In you are not the intended recipient
of this e-mail, do not duplicate or redistribute it by any means. Please delete this e-mail
and any attachment(s) and notify us immediately. Unauthorized use, reliance, disclosure or
copying at the contents of this e-mail and any attachment(s), or any similar action, is
strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable
law, to retain, monitor and intercept email messages both to and from its systems.

This e-mail has been scanned by the MessageLabs Email Security System.
please visit http://www.messagelabs.com/email.

For more information,
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U.S. 8zCanada
Credit Update

Pinnacle West Capital Corp.

Current Rating
BBB-
F3
FT

Pinnacle West Capital Corp.

2009
LTM

3/31/10
3301

z,153
1073

3,291
2,11a
1031

1320
4,530
7.860

7.1
196.6

1057
4,z47
7,593

2.0
194.5

:hilip.smyth@fitchratings.com

obert.hornick@fitchratings.com

Related Research

Rating Rationale
» Pinnacle West Capital Corp..'s (PNW) ratings primarily reflect the relatively stable

earnings and cash flow characteristics of its core operating utility subsidiary
Arizona Public Service Company (APS) and a constructive rate settlement approved
by the Arizona Corporation Commission (ACC) in December 2009 .

• The recent revision of P NW's Rating Outlook to Stable from Negative reflects
progress made in restructuring SunCor's assets and the small amount of remaining
debt. Fitch does not expect recent SunCor defaults under certain loan agreements
or pending restructuring to have an adverse impact on PNW's consolidated
creditworthiness.

» The final Acc order approving a settlement agreement in APS's 2008 GRC was
balanced, in Fitch's view, and supportive of PNW and APS's credit ratings. New
electric rates were effective January 2010. As a result, Fitch expects APS's earned
returns on invested capital to improve to 9% - 10% from 7% - 8% in recent years.

» On a quantitative basis, PNW's credit metrics are consistent with PNW's 'BBB-'
issuer default rating (IDR). Fitch estimates 2010 - 2014 FFO~to-interest and FFO-to-
debt ratios of 4.2 - 4.3x and 20% - 21%, respectively.

• Fitch expects APS to file its next GRC in mid-2011. Under the ACC order in APS's
2008 GRC, the utility is barred from filing a GRC until that time. The PNW and APS
ratings also assume that future rate orders will support reasonable earned returns
on invested capital. However, Fitch notes that regulatory lag is a primary risk
factor for PNW investors and could lead to future credit rating downgrades.

Key Rating Drivers
• The regulatory compact in Arizona is expected to be the key determinant of the

creditworthiness of PNW and its core electric operating utility, Ape.
• Implementation of effective regulatory policies to ameliorate regulatory lag and

provide APS a reasonable opportunity to earn its authorized ROE will be critical to PNW
and APS's future credit ratings.

Press Release, "Fitch Proposed
Arizona Public Service Co.
Settlement Would Support 'BBB-' IDR
& Stable Outlook," dated Nov. 18, Overview

For the 12-months ended March 31 , 2010, APS accounted for 96% of total revenue and all
of PNW's consolidated operating and net income. Total APS assets were $11.7 billion
representing 98% of total PNW consolidated assets as of March 31, 2010. PNW's FFO
coverage ratios for the 12-months ended March 31, 2010 was 4.5x. Fitch estimates PNW's
FFO-to-interest ratio will remain in a narrow range, approximating 4.2x - 4.3x in 2010 and
2011 , consistent with its current 'BBB-' issuer default rating (IDR).

Credit Analysis, Arizona Public
Service Co., dated May 13, 2009.
Credit Analysis, Pinnacle West
Capital Corp., dated May 13, 2009.
Press Release, "Fitch Affirms PNW
and APS' IDR at 'BBB-', Outlook
Negative for PNW; Stable for APS,"
dated April 9, 2009.

Recent Events
2008 GRC: In affirming PNW and APS's ratings in April 2009, Fitch assumed a final
order in the utility's 2008 GRC generally consistent with the proposed settlement
agreement filed with the commission in May 2009. On December 16, 2009, the Acc
approved the proposed settlement agreement with relatively minor modifications.

www.fitchratings.com June xx, 2010
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Under the terms of the ACC-authorized settlement APS' rates were increased $208
million effective January 1, 2010, based on an 11.0% ROE. The approved rate increase
represents approximately 75% of Aps' requested amount. Line extension fees will be
recorded as revenue instead of contribution-in-aid-of-construction. In addition, APS
agreed, among other things, not to file its next two rate cases until June 1, 2011 and
June 1, 2013, respectively.

APS's earned return-on-equity (ROE) has been well-below the utility's authorized ROE in
recent years driven primarily by timing differences between when costs are incurred and
recovered in rates, adversely impacting the utility's credit quality. ACC approval of
interim rate relief and settlement of APS' recently concluded zoos GRC were, in Fitch's
opinion, constructive developments from an investor point-of-view. Fitch expects APS's
2010 earned ROE to improve to 9% - 10% from the 7% - 8% levels of 2008 and 2009.

Future regulatory developments designed to facilitate realization of earned returns
consistent with authorized levels will be central to APS and PNW's credit ratings. With
this in mind, Fitch notes that the parties to the AcC-approved settlement also agreed on
a best efforts basis to process future GRCs within 12-months of a sufficiency finding,
potentially mitigating regulatory lag in the future. However, the agreement to process
future rate cases more timely does not bind the ACC and it is therefore unclear if this
agreement will have any meaningful impact in shortening the duration of prospective GRC
proceedings.

SunCor: The ratings and outlook also consider the recent default at SunCor Development
Company (SunCor) under certain outstanding debt agreements. There are no cross-
defaults between SunCor and either PNW or Aps. Fitch believes that SunCor's
restructuring, either in bankruptcy or outside of it, will not have a significant adverse
impact on PNW or APS.

As of March 31, 2010, sucCor had total debt outstanding of $96 million and has negotiated
forbearance agreements to its $54 million secured revolver, which matured January 2010.
In addition, $26 million of debt under SunCor's other credit facilities have matured and
remain outstanding. Thusfar, lenders have taken no enforcement action. In April 2009,
PNW announced a plan to exit the real estate business using proceeds from asset
divestitures to repay debt. it is unclear whether asset values realized in a restructuring
will be sufficient to repay SunCor's remaining debt and a bankruptcy filing cannot be
ruled out, in Fitch's opinion. Fitch believes PNW's exposure in any event to be modest
given the relatively small debt balance at SunCor.

Liquidity and Debt Structure
On a consolidated basis, PNW's liquidity remains solid with slightly more than $900
million of cash and cash equivalents and borrowing capacity available under its revolving
credit facilities. PNW's 2010 - 2014 long-term debt maturities are manageable with $175
million of parent company debt due February 2011. In addition, $1.1 billion of APS debt
is scheduled to mature during the same time period as follows: $400 million in 2011;
$375 million in 2012; and, $302 million in 2014.

Management recently renegotiated PNW and APS $283 million and $377 million bank
facilities, which were scheduled to mature in December 2010. The PNW revolver was
reduced to $200 million while the APS facility was increased to $500 million. Both
revolvers are scheduled to mature in February 2013. Under certain condition, the PNW
and APS bank agreements may be unsized to $300 million and $700 million, respectively.

2
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PNW Capital Expenditures as of Mar. 31st, 2o10

Company

Actua I Forecasted

2007 2008 2009 2010 2011 2012

APS
Generation
Distribution
Transmission
Other

subtotal
Other

Tota I

417

322

161

71

971

241
246
193
52

732
13

745.0

310
340
163
43

858
48

904.0

$ 309
$ 281
$ 145
$ 84

$ 819
$ 1

S 820.0

$
$
$
$

s
$

$ 971.0

$
$
$
$

s
$

$

$
$
$
$

$
$

$

$ 353
$ 372
$ 138
s 37

s 000
s 154

$ 1,064.0

$ 520
$ 328
$ 192
$ 48

$ 1,088
$ -

$1,088.0

Source: 2009 10K s. 2010 10Q
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Fitch expects management to renegotiate APS' $489 million credit facility which is
scheduled to expire in September 2011. PNW had total available liquidity under these
facilities of $904 million as of March 31, 2010. The credit facilities and internal cash
should be sufficient to meet the substantial liquidity required to meet APS's margin and
collateral requirements and other working capital needs and to bridge cape and long-
term external funding requirements.

PNW issued 6.9 million shares of common stock to the public in April 2010, receiving net
proceeds of approximately $253 million. The proceeds from the equity offering were
transferred to APS to use to repay short-term debt, finance corporate expenditures and
other general corporate purposes. Fitch expects FFo-to-debt to approximate 20% for the
year-ended December 31 , 2010.

CapEd
PNW's consolidated 2010 - 2012 capital spending. program is expected to average $960
million per annum, 6% higher than the S904 million average per year during 2007 - 2009.
Compound annual growth in cape is estimated at 14% during 2010 - 2012. PNW's future
cape is expected to be driven solely by its core electric utility business, APS, and Fitch
expects PNW to fund the lion's share of estimated cape internally. External funding
requirements are anticipated by Fitch to be financed via a balanced mix of equity and
debt.

Spending in the generation category is expected to outpace transmission and distribution,
driven by investment in environmental remediation equipment. As a subset of estimated
generation investment, environmental is expected to increase from $10 million in 2010 to
$80 million in 2011 and $220 million in 2012. The remaining generation spend is
comprised of various improvements to APS' existing fossil and nuclear plant and does not
include investment in renewable generation to meet state-imposed star cards. On a
compound annual basis, growth in generation and distribution is expected to be 29% and
10%, respectively, while transmission investment is projected to be flat.

Historical data indicates PNW's capital expenditures rose sharply to $1 .1 billion in 2007
from $738 million in 2006 and declined steadily through 2009. As indicated in the table
below, annual, consolidated cape declined 15% in 2008 and a further 18% in 2009.
However, growth is expected to resume in 2010. PNW's actual 2007 - 2009 and projected
2010 - 2012 capital spending plans are summarized below:

Pinnacle West Capital Corp. June XX. 2010
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Arizona Public Service CompanyGlobal Power
U.S. & Canada
Credit Update (Subsidiary of Pinnacle West Capital)

Rating Rationale
Current Rating
BBB-
BBB
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FT

Pinnacle West Capital Corp.

2009
LTM

3/31/10
3158

2,010
937

3,150
1,971

958

1,099
4,120
7,574

8.1
196

1,060
3,773
7,218

7.4
195

Arizona Public Service Company's (Aps) ratings consider the utility's relatively
stable earnings and cash flows and constructive rate settlement approved by the
Arizona Corporation Commission (Acc) in December 2009. New electric rates were
effective January 2010. As a result, Fitch expects APS's earned returns on invested
capital to improve to 9% - 10% in 2010 and 2011 from 7% - 8% in recent years.

On a quantitative basis, APS's credit metrics are consistent with its 'BBB-' issuer
default rating (IDR). Fitch expects APS's 2010 - 2011 FFO-to-interest and FFO-to-
debt ratios to approximate 4.5x and 22% - 23%, respectively.

Fitch expects APS to file its next GRC in mid-2011, consistent with the terms of its
ACC-approved 2008 GRC settlement. Under the agreement the utility is not to file
its next GRC before June 1, 2011. The ratings assume future rate orders will
support reasonable earned returns on invested capital.

Earnings attrition due to regulatory lag is a primary risk factor for APS investors. If
left unaddressed, future earned returns could track significantly below authorized
levels resulting in weakening credit metrics and potential credit rating downgrades.

Key Rating Drivers
• in Fitch's opinion, the regulatory compact in Arizona will continue to be the key

determinant of APS's creditworthiness.
• Implementation of effective regulatory policies to ameliorate regulatory lag and

provide APS a reasonable opportunity to earn its authorized ROE will be critical to
APS's future credit ratings.

ahilip.smyth@fitchratings.com

Recent Events
obert.hornick@fitchratings.com

Related Research

2008 GRC: In affirming APS's ratings in April 2009, Fitch assumed a final order in the
utility's 2008 GRC generally consistent with the proposed settlement agreement filed
with the commission. On December 16, 2009, the ACC approved the proposed
settlement agreement with relatively minor modifications.» Press Release,  "F itch:  Proposed

Arizona Publ ic Service Co.
Se t t l em en t Would Support 'BBB~' IDR
& Stable Out look,  "  dated Nov.  18, Under the terms of the ACC-authorized settlement, APS's rates were increased $208

million effective January 1, 2010, based on an 11 .0% return on equity (ROE) and a 2007
test year. The approved rate increase represents approximately 75% of APS's requested
amount. Line extension fees will be recorded as revenue instead of contribution-in-aid-
of-construction. In addition, APS agreed, among other things, not to file its next two
rate cases until June 1, 2011 and June 1, 2013, respectively.

Credit  Analys is ,  Arizona Publ ic
Service Co. , dated May 13, 2009.
C red i t Analysis,  Pinnacle West

Capi t a l Corp. ,  dated May 13,  2009.
Press R e leas e ,  " F i t c h  A f f i rm s  PN W
a n d  A p s ' I D R  a t  ' B B B - ' ;  O u t l o o k
Negat ive for  PNW; St ab le  f o r APS,"

APS's earned return-on-equity (ROE) has been well-below the utility's authorized ROE in
recent years driven primarily by timing differences between when costs are incurred and
recovered in rates, adversely impacting the utility's credit quality. Acc approval of
interim rate relief and settlement of APS' recently concluded 2008 GRC were, in Fitch's
opinion, constructive developments from an investor point-of-view. Fitch expects APS's
2010 earned ROE to improve to 9% - 10% from the 7% - 8% levels of 2008 and 2009.
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Future regulatory developments designed to facilitate realization of earned returns
consistent with authorized levels will be central to APS's credit quality. Fitch notes that
the parties to the ACC-approved settlement have agreed on a best efforts basis to process
future GRCs within 12-months of a sufficiency finding, potentially mitigating regulatory
lag in the future. However, the agreement to process future rate cases more timely does
not bind the ACC and it is therefore unclear if this agreement will have any meaningful
impact in shortening the duration of prospective GRC proceedings.

Liquidity and. Debt Stlructure
On a consolidated basis, APS's liquidity remains solid with approximately $794 million of
cash and cash equivalents and borrowing capacity available under its revolving credit
facilities, as of March 31, 2010. APS's 2010 - 2014 long-term debt maturities are
manageable with $1.1 billion scheduled to mature as follows: $400 million in 2011; $375
million in 2012; and, $302 million in 2014.

Management recently renegotiated APS's $377 million bank facility, which was scheduled
to mature in December 2010. The APS revolver was increased to $500 million and, Under
certain condition, may be unsized to $700 million. Fitch expects APS to renegotiate its
$489 million credit facility which is scheduled to expire in September 2011. APS's
internal cash and credit facilities should be sufficient to meet the substantial liquidity
required to meet margin and collateral requirements and other working capital needs and
to bridge cape and long-term funding requirements.

In April 2010, PNW issued 6.9 million shares of common stock to the public, receiving net
proceeds of approximately $253 million. The proceeds from the equity offering were
transferred to APS to use to repay short-term debt, finance corporate expenditures and
other general corporate purposes. Fitch expects APS's ratio of FFO-to-debt to
approximate 23% for the year-ended December 31, 2010.

CapEx
APS's 2010 - 2012 capital spending program is expected to average $959 million per
annum, 16% higher than the $829 million average per Year during 2007 - 2009. Compound
annual growth in cape is estimated at 14% during 2010 - 2012. Fitch expects APS to fund
the lion's share of estimated cape internally, with external funding requirements
financed via a balanced mix of equity and debt.

Spending in the generation category is expected to outpace transmission and distribution,
driven in large part by investment in environmental remediation equipment. As a subset
of estimated generation investment, environmental is expected to increase from $10
million in 2010 to $80 million in z011 and $220 million in 2012. The remaining generation
spend is comprised of various improvements to APS' existing fossil and nuclear plant and
does not include investment in renewable generation to meet state-imposed standards.
On a compound annual basis, growth in generation and distribution is expected to be 29%
and 10%, respectively, while transmission investment is projected to be flat.

Historical data indicates APS's capital expenditures rose 22% to $900 million in 2007 from
$738 million in 2006 and declined steadily through 2009. As indicated in the table below,
annual consolidated cape declined 5% in 2008 and a further 15% in 2009. However,
growth is expected to resume in 2010. Aps' actual 2007 - 2009 and projected z010 -
2012 capital spending plans are summarized below:
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APS Ca ~'tal E - enditures as of Mar. 31st, 2010

Company
Actual Forecasted

2007 2008 zoos 2010 2011 2012
APS
Genaatior
Distri butt G'
Trans miss
Other

Subtotal

309
281
145
84

241
246
193

52

310
340
163

43

417
322
161

71

353
372
138
37

520
328
192

48

$
$
$
$

$
$
$
$

$
$
$
$

$
$
$
$

$
$
$
$

$
$
$
$

$ 900 $ 858 $ 732 $ 819 $ 971 $ 1,088

Source: 2009 10K &2010 10Q
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McGill, James T9z71171)

Subject: FW: Arizona public Service Company - Coconino Bonds

From: Dolyniuk, Karen E(J97440)
Sent: Monday, June 07, 2010 3:49 PM
To: 'Hansen, Justin'
Subject: Arizona Public Service Company - Coconino Bonds

Hi Justin! We worked together late last year regarding an LOC we were putting in place for some Coconino bonds. We
are again beginning work on an LC that comes due in August on the Aps, Coconino 1998 bonds, which are currently in
VRDN mode with a KBC Loc. KBC has indicated they will not be renewing the LC, so we have found another bank to
work with. Can you tell me the typical amount of time you will need to review the Reimbursement Agreement and LC?
Can you alsorefresh my memory on how the process works at S&P? l seem to recall an email first and then receiving a
letter later - but l'm a little fuzzy.

Thanks.

Karen E. Dolyniuk, CTP
Manager, Treasury Operations
Pinnacle West Capital Corporation
Phone: 602-250-5630
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McGill, James Tlz71171 )

Subject: FW: Arizona Public Service Company - Coconino Bonds

From: Dolyniuk, Karen E(J97440)
Sent: Tuesday, June 08, 2010 9:20 AM
To: 'Seifer, Carla'
Subject: RE: Arizona Public Service Company - Coconino Bonds

Thank you !

Karen E. Doiyniuk, CTP
Manager, Treasury Operations
Pinnacle West Capital Corporation
Phone: G02-250-5630

From: _
Sent: Tuesday, June 08, 2010 9:17 AM
To: Dolyniuk, Karen E(J97440)
Subject: Re: Arizona Public Service Company - Coconino Bonds

Safer, Carla [mailto:Carla Seifer@standardandpoors.com]

2 weeks would be sufficient.
Regards,

Carla

1014888

Karen.Dolyniuk@pinnaclewest.com <Karen.Dolyniuk@pinnaclewest.com>
To: Seifer, Carla
Sent: Tue Jun 08 12:12:24 2010
Subject: RE: Arizona Public Service Company - Cooonino Bonds

From :

Thanks Carla - I'm trying to determine an estimate of the time it will take for your review to be sure we have enough
time built into our time table, is 2 weeks enough time? We are only beginning the process, we do not have documents
yet.

Karen E. Dolyniuk, CTP
Manager, Treasury Operations
Pinnacle West Capital Corporation
Phone: 602-250-5630

From: Safer, Carla [mailto:Carla_Seifer@standardandpoors.com]
Sent: Tuesday, June 08, 2010 9:02 AM
To: Dolyniuk, Karen E(J97440)
Subject: Arizona Public Service Company - Coconino Bonds

Hi Karen,
I am reaching out to you regarding the email you sent to my colleague Justin. I understand you have an
LOC substitution for an existing deal. Please submit the relevant documents and I will assign an analyst to
review.
Please feel free to reach out if you have any questions.
Regards,
Carla

1
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Carla Safer

Director
Standard & Poor's
55 Water St., 41st Floor
New York, NY 1004 I
Phone: (212)438-1735
Fax: (212)438-2647
carly...seifer@sandp.com

Standard & Poor's: Empowering Investors and Markets for 150 Years
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The information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may
othewvise be privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an

communication is strictly prohibited. If you have received this communication in error, please immediately notify us by replying to the
message and deleting it from your computer. The McGraw-Hill Companies, Inc. reserves the right, subject to applicable local law, to monitor
and review the content of any electronic message or information sent to or from McGraw-Hill employee e-mail addresses without informing
the sender or recipient of the message.
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Email Firewall made the following annotations
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- - - NOTICE - - -

This message is for the designated recipient only and may contain confidential, privileged or proprietary
information. If you have received it in error, please notify the sender immediately and delete the original and
any copy or printout. Unintended recipients are prohibited from making any other use of this e-mail. Although
we have taken reasonable precautions to ensure no viruses are present in this e-mail, we accept no liability for
any loss or damage arising from the use of this e-mail or attachments, or for any delay or errors or omissions in
the contents which result from e-mail transmission.
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McGill, James TIz71171)

Subject: FW: Arizona Public Service Company - Coconino Bonds

From: Dolyniuk, Karen E(J97440)
Sent: Wednesday, June 09, 2010 7:30 AM
To: 'Mangaroo, Chetara'
Subject: RE: Arizona Public Service Company - Coconino Bonds

Sure, as soon as we have something I will be sure to get it to you. Thanks.

Karen E. Dolyniuk, CTP
Manager, Treasury Operations
Pinnacle West Capital Corporation

l

Phone. 698,50-5§30

From: Mangaroo, Chetara [mailto:Chetara.Mangaroo@moodys.com]
Sent: Wednesday, June 09, 2010 7:27 AM
To: Dolyniuk, Karen E(J97440)
Subject: RE: Arizona Public Service Company - Coconino Bonds

Can you send me the as for both issues so that we can take a look at it.
Thanks!
Tara

From: Karen.Dolyniuk@pinnaclewest.com [mailto:Karen.Dolyniuk@pinnaclewest.com]
Sent: Tuesday, June 08, 2010 5:07 PM
To: Bellinger, Lawrence
Cc: Mangaroo, Chetara
Subject: RE: Arizona Public Service Company - Coconino Bonds

Thank you - we are actually doing two different transactions - we will be taking the Coconino 1994A bonds from daily
mode with an LC to a 3-year put. We will be leaving the Coconino 1998 in daily mode but replacing the KBC LC with a
JPMorgan LC. As soon as we have documents, we will forward them for both transactions.

Tara, l'm not sure if we will have a formal term sheet - if not, what type of document would you need to see? l'm
assuming you will need the reimbursement agreement at the very least.

Thanks.

Karen E. Dolyniuk, CTP
Manager, Treasury Operations
Pinnacle West Capital Corporation

P!80"ef.5Q2;8§Q15§§0 ,,.,.,.., , ., 4.
From: Bellinger, Lawrence [mailto:Lawrence.Bellinger@moodys.com]
Sent: Tuesday, June 08, 2010 1:39 PM
To: Dolyniuk, Karen E(J97440)
Cc: Mangaroo, Chetara
Subject: RE: Arizona Public Service Company - Coconino Bonds

Karen,

Yes we will send a rating letter upon completion of our review. We request the documents 2-3 weeks prior to the date
you need the rating letter.

1
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Please send the documents and your request to Tara Mangaroo .- who is cc'd on this email ~tharlks.

Larry Bel linger, CFA
Analyst
212.553.0215 tel
lawrence.bellinger@moodys.com

Moody's Public Finance-Municipal Structured Products Group
7 World Trade Center
250 Greenwich Street
New York, NY 10007

Please male rlmz Moody 's analvsls are not permitted ro engllge in any)%e discussions at' be privy to any rating./é'e ire/brnmtion. Please
do :mt include anaLysts in argvjée related correspondence. lfymz have any questiwls or cummenis regarding The 1/pplicvrtion or the
fees,pleasecontact Moudv'v Issuer Relalinns Team at 212.553. 4055.

From: Karen.Dolyniuk@pinnaclewest.com [mailto:Karen.Dolyniuk@pinnaclewest.com]
Sent: Monday, June 07, 2010 6:45 PM
To: Bellinger, Lawrence
Subject: Arizona Public Service Company - Coconino Bonds

Hi Larry! We worked together late last year regarding an Loc we Were putting in place for some Coconino bonds. We are again
beginning work on an LC that comes due in August on the APS, Coconino 1998 bonds, which are currently in VRDN mode with a KBC
Loc. KBC has indicated they will not be renewing the LC, so we have found another bank to work with. Can you tell me the typical
amount of time you will need to review the Reimbursement Agreement and LC? I'm assuming you will send us a letter with the
ratings affirmation as you have in the past, is that correct?

Thanks.

Karen E. Dolyniuk, CTP
Manager, Treasury Operations
Pinnacle West Capital Corporation
Phone: 602-250-5630

Email Firewall made the following annotations

--- NOTICE ---

This message is for the designated recipient only and may contain confidential, privileged or proprietary
information. If you have received it in error, please notify the sender immediately and delete the original and
any copy or printout. Unintended recipients are prohibited from making any other use of this e-mail. Although
we have taken reasonable precautions to ensure no viruses are present in this e-mail, we accept no liability for
any loss or damage arising from the use of this e-mail or attaclnnents, or for any delay or errors or omissions in
the contents which result from e-mail transmission.

The information contained in this e-mail message, and any attachment thereto, is confidential and may
not be disclosed without our express permission. If you are not the intended recipient or an employee or
agent responsible for delivering this message to the intended recipient, you are hereby notified that you
have received this message in error and that any review, dissemination, distribution or copying of this
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message, or any attachment thereto, in whole or in part, is strictly prohibited. If you have received this
message in error, please immediately notify us by telephone, fax or e-mail and delete the message and all
of its attachments. Thank you. Every effort is made to keep our network free from viruses. You should,
however, review this e-mail message, as well as any attachment thereto, for viruses. We take no
responsibility and have no liability for any computer virus which may be transferred via this e-mail
message.

The information contained in this e-mail message, and any attachment thereto, is confidential and may
not be disclosed without our express permission. If you are not the intended recipient or an employee or
agent responsible for delivering this message to the intended recipient, you are hereby notified that you
have received this message in error and that any review, dissemination, distribution or copying of this
message, or any attachment thereto, in whole or in part, is strictly prohibited. If you have received this
message in error, please immediately notify us by telephone, fax or e-mail and delete the message and all
of its attachments. Thank you. Every effort is made to keep our network free from viruses. You should,
however, review this e-mail message, as well as any attachment thereto, for viruses. We take no
responsibility and have no liability for any computer virus which may be transferred via this e-mail
message.
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McGill, James T(z71171?

From:
Sent:
To:
Subject:

McGill, James T(Z71171 )
Thursday, June 10, 2010 2:57 PM
'Bettinelli, Antonio'
Info for Management Call

Tony,
Here's some information for our call tomorrow.

Jim

3"8i"3"
i

S&P Ratio Changes
Flnal.xlsx
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McGill, James Tlz71171?

From :
Sent:
To:
Subject:

Bettinelli, Antonio [Antonio_Bettinelli@standardandpoors.com]
Thursday, June 10, 2010 4: 18 PM
McGill, James T(Z71171)
RE: Info for Management Call

Thanks.

44494 *H v4 ouu<¢u»|4¢a¢|nf4¢urll(

From: James.MCgiII@pinnaclewest.com [mailto:James.MCgill@pinnaclewest.com]
Sent: Thursday, June 10, 2010 2:57 PM
To: Bettinelli, Antonio
Subject: Info for Management Call

Tony,
Here's some information for our call tomorrow.

Jim

Email Firewall made the following annotations

--. . NOTICE ---|

This message is for the designated recipient only and may contain confidential, privileged or proprietary
information. If you have received. it in error, please notify the sender immediately and delete the original and
any copy or printout. Unintended recipients are prohibited from making any other use of this e-mail. Although
we have taken reasonable precautions to ensure no viruses are present in this e-mail, we accept no liability for
any loss or damage arising from the use of this e-mail or attachments, or for any delay or errors or omissions in
the contents which result from e-mail transmission.

Standard 8\ Poor's: Empowering Investors and Markets for 150 Years

The information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may
otherwise be privileged and confidential and protected from disclosure. if the reader of this message is not the intended recipient, or an
employee or agent responsible for delivering this message to the intended recipient, please be aware that any dissemination or copying of this
communication is strictly prohibited. If you have received this communication in error, please immediately notify us by replying to the
message and deleting it from your computer. The McGraw-Hill Companies, Inc. reserves the right, subject to applicable local law, to monitor
and review the content of any electronic message or Information sent to or from McGraw-Hill employee e-mail addresses without informing
the sender or recipient of the message.
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McGill, James T(z71171l

Subjeet: FW: Coconino 1994A as

From: Dolyniuk, Karen E(J97440)
Sent: Tuesday, June 15, 2010 1:16 PM
To: 'Schumacher, Laura'
Subject: Coconino 1994A as

Karen E. Dolyniuk, CTP
Manager, Treasury Operations
Pinnacle West Capital Corporation
Phonez 602-250-5630

1
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NEW ISSUE » BOOK ENTRY ONLY
In the opinion of Orlick, Herrington'& Sutcliffe, Bond Counsel, based upon an analysis of existing
laws, regulations, rulings and court decisions, and assuming, among other matters, compliance
with certain covenants, Interest on the Bonds is excluded from gross Income for federal income

except that no opinion is eurpressedas to the status of Interest on any Bond
during anygeriod that such bond is held by a "substantial user" of facilities financed by the
Bon s or
Revenue Code of 1954,.as amended. Bond Counsel observes that interest on the Bonds

tax purposes,

y a "related person" within the meaning of Section 103(b)(13) of the Internal

is a specific preference item forpurposes of me federal individual andcorporatealterative
minimum taxes. Bond Counsel Is also of one opinion that the Bonds and the Income

of Arizona taxation. Bond Counsel expresses no
opinion regarding other tax consequences related to the ownership or disposition of,

or the accrual or receipt of interest on, the Bonds. See "Tax Matters. "

therefrom are exempt from all State

$32,650,000
Coconino County, Arizona

Pollution Control Corporation
Pollution Control Revenue Bonds

(Arizona Public Service Company Navajo Project)
1994 Series A

Dated: Date of IssuanCe 'Due: October 1, 2029

The Bonds are limited obligations of the Coconlno County, Arizona Pollution Control Corporation,
and will be payable solely from and secured solely by the revenues to be derived pursuant to an
Agreement with

Arizona public Service Company
The Bonds will be further secured by an Irrevocable direct pay Letter Of Credit issued by:

Bank of America National Trust and Savings Association
Under the Letter of Credit,

sufficient to pay (a) UP to sixty-two
The Bank of New work, as trusteelggillnbe °2itg,,°dh8833 amounts

days interest on the Bonds an nap s as such
Brinclpd becomes due. whether at maturity, Cr: acceleration, at redemptan or upon tender thereof. The

ands are subject to purchase at the option of the holders of the Bonds and, under certain circumstances,
are subject to mandatory puldlase in the manner and at the times described herein. .

The Bonds as initially issued will bear Interest at Dolly Rates, desl81ated and determined from time
to time as described herein. Thereafter, the interest rate on the Bon s may be changed to a Weekly
Rate, Monthly Rate, Flexible Rate or Term Rate, as described here. .

The Bonds will be delivered in fully registered form In the name at Cade & Co., as registered owner
and nominee for The Depository Trust Company, which will act as securities depository or the Bonds.
Ownership interests in the Bonds may be purchased In book-entry form only, in authorized denominations

Bonds remain in book-entry only formrgurdlasers of beneficial interests
in the Bonds will not receive certificates representing suds interests. e Bonds are subject to optional
and mandatory redemption prior to maturity in the manner and at the times described herein. See "The
Bonds".

The Bonds will not constitute an indebtedness or obligation to whldl the 'full faith and credit of the
Issuer, Coconlno County or the State of Arizona is pledged and shall never constitute nor ~we rise to
a pecuniary liability of the Issuer, Coconino County or the State of Arlzona or a charge against the
general credit or taxing powers of Coconino County or the State of Amona or the general credit of the
Issuer. The Issuer has no taxing power.

described herein. So long as the

Price 100%

The Bonds are offered, sub/ect to prior sale, when, as and If Issued and received by the Underwriter
and sub ro certain conditions, Including the approval of Orrick, Herrington & Sutcliffe, Bond
Counsel. Certain legal matters will be passed upon for the Issuer by.Mangum, Wall, Stoops &
Warden and for the Company by Snell & Wilmer; counsel to the Company The validity of the
Agreement will be passed upon for the Undevwrlter by Sullivan & Cromwell. It is expected that
the Bonds will be available for delivery in New York, New York on or about October 12, 1994.

October 11, 1994
Goldman, Sachs & Co.
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IN MAKING AN INVESTMENT DECISION INVESTORS MUST RELY on THEIR OWN EX4¢*\MI-
NATION oF THE ISSUER AND THE TERMS oF THE OFFERING, INCLUDING THE MERITS AND
RISKS INVOLVED. THESE SECURITIES HAVE NOT BEEN RECOMMENDED BY ANY FEDERAL OR
STATE SECURITIES COMMISSION OR REGULATORY AUTHORITY. FURTHERMORE, THE FORE-
GOING AUTHORITIES HAVE NOT CONFIRMED THE ACCURACY OR DETERMINED THE ADE-
QUACY oF THIS DOCUMENT. ANY REPRESENTATION To THE CONTRARY IS A CRIMINAL
OFFENSE.

No dealer, broker, salesman or any other person has been authorized by the Issuer, Arizona Public
Service Company or the Underwriter to give any information or to make any representations other than
those contained In this Official Statement In connection with the offering described herein and, if given
or made, such Information or representation must not be relied upon as having been authorized by any
of the foregoing. This Ohldd Statement does not constitute an offer to sell or solicitation of an offer to
buy any securities other than the Bonds offered hereby, and there shall not be any offer or solicitation
of such offer or sale of the Bonds within any jurisdiction in which such offer or solicitation is not authorized,
or in which the person making such offer or solicitation is not qualified to do so or to any person to
whom it is unlawful to make such oilier or solicitation.

The information contained in this oniciai Stawnent has been Obtained ham Arizona Public Service
Company and other sources which are deemed reliable by the Issuer. No representation or warranty is
made, however, as to the accuracy or completeness of such information, and nothing contained in this
Offidd Statement is, or shall be relied upon as, a promise or representation by either the Issuer or the
Underwriter. This Oflidd Statement is submitted in connection with the sale of securities as referred to
herein and may not be reproduced or used in whole or In part for any other purpose. The delivery of
this ofridai Statement at any time does not imply that information herein is correct as of any time
subsequent to its date.

IN CONNECTION wratH THIS OFFERING, THE UNDERWRITER MAY OVER-ALLOT OR EFFECT
THANSACTlONS WHICH STABILIZE OR MAINTAIN TI'IE MARKET PRICE OF THE BONDS OFFERED
HEREBY AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET.
SUCH STABILIZING, IF COMMENCED, MAV BE DISCONTINUED AT ANY TIME. .
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$32,650,000
Coconino County, Arizona

Pollution Control Corporation
Pollution Control Revenue Bonds

(Arizona Public Service Company Navajo Proieetl
1994 Series A

INTRODUCTORY STATEMENT

This Official Statement is provided to furnish certain information in connection with the
issuance by Coconino County, Arizona Pollution Control Corporation (the "lssuer"l of its Pollution
Control Revenue Bonds (Arizona Public Service Company Navajo Project) 1994 SerieS A in the
aggregate principal amount of $32,650,000(the "Bonds"l. The Bonds will be issued pursuant to an
Indenture of Trust, dated as of October 1, 1994 (the "indenture"), between the Issuer and The Bank
of New York, as trustee the "Trustee"). The Bank of New York is acting as Tender Agent, Registrar
and Paying Agent (the "Tender Agent", "Registrar" and "Paying Agent") with respect to the Bonds and
its "Principal Office," as used herein, is at 101 Barclay Street, New York, New York.

The Bonds are being issued by the Issuer at the request of Arizona Public Service
Company (the "Company"l, a corporation organized and existing under the laws of the State of Arizona,
in order to finance certain facilities for the abatement-of air and water pollution, including the abatement
of sulfur dioxide, and for the disposal of sewage and solid waste and certain facilities related thereto,
at the Navajo Generating Station, located in Coconino County, Arizona (the "Proiect"l. See "The
Project."

Prior to the issuance of the Bonds, the Company and the Issuer will enter into a Loan
Agreement dated as of October 1. 1994 (the "Agreement"),whereby the Issuer will loan the proceeds
from the sale of the Bonds to the Company. In the Agreement, the Company agrees to make payments
so as to provide sufficient revenues to pay when due, pursuant to the Indenture, the principal of
(whether at maturity, on redemption, upon tender for purchase or by acceleration). premium, if any,
and interest on the Bonds.

Concurrently with the issuance of the Bonds, the Company will cause to be delivered
to the Trustee an irrevocable letter of credit (the "Letter of Credit"l issued by Bank of America National
Trust and Savings Association (the "Credit Provider"). The Letter of Credit will be issued pursuant to
a Letter of Credit and Reimbursement Agreement, dated as of October 12, 1994 (the 'Reimbursement
Agreement"), between the Company and the Credit Provider.

As more fully provided in the Indenture, the Bonds will not constitute an indebtedness
or obligation to which the faith and credit of the State of Arizona, Coconino County, the Issuer or any
other political subdivision of the State of Arizona will be pledged, but will be limited obligations of the
Issuer, which will be obligated to pay the principal of, premium, If any, and interest on the Bonds only
from the payments made pursuant to the Agreement and the other funds pledged therefor. Coconino
County will not in any event be liable for the payment of the principal of, premium, if any, or interest
on the Bonds or for the performance of any pledge, mortgage, obligation or agreement undertaken by
the Issuer, nor will the issuer's agreements or obligations be construed to constitute an indebtedness
of Coconino County within the meaning of any constitutional or statutory provision of the State of
Arizona whatsoever.

Brief descriptions of the Issuer and the Project and summaries of certain provisions of
the Bonds. the Agreement, the Indenture, the Letter of Credit and the Reimbursement Agreement are
included in this Official Statement. Such information and descriptions do' not purport to be complete.
comprehensive or definitive. Statements regarding specific documents, including the Agreement and
the Indenture, make use of certain terms defined in such documents and are summaries of and subject
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to the detailed provisions of such documents and are qualified in their entirety by reference to each
such document, and references to the Bonds are similarly subject to and qualified in their entirety by
reference to the form thereof included in the Indenture and the information with respect thereto
included in the aforesaid documents. Copies of all aforesaid documents may be obtained at the

offering of the Bonds and thereafter are available for inspection at the offices of the Trustee
Company.

principal office of Goldman, Sachs 8¢ Co. in New York New York, during the period of the initial
or the

For information concerning the Company, including selected financial and operating
information and information incorporated by reference, see Appendix A hereto. For information
concerning the Credit Provider, see Appendix B hereto. The proposed form of opinion of Bond Counsel
is attached as Appendix C hereto.

THE ISSUER

The Issuer is a political subdivision under the laws of the State of Arizona, organized
under the "Pollution Control Corporations for Municipalities and Counties Act", being Title as,
Chapter e, Arizona Revised Statutes the "Act"l. The Bonds Will be issued in full compliance with the
Act, and the issuance of the Bonds by the Issuer will be approved by the Board of Supervisors of
Coconino County, Arizona. The Issuer has no taxing power. As required by the provisions of Section
38-51 1 , Arizona Revised Statutes, as amended, the Issuer may cancel any contract, without penalty
or further obligation, if any person si ~nificantly involved in initiating, negotiating, securing, drafting or
creating the contract on behalf of the issuer is, at any time while the contract or any extension thereof
is in effect, an employee or agent of any other party to the contract in any capacity or a consultant to
any other party of the contract with respect to the subject matter thereof. The Company and the
Trustee h~ ~ve covenanted not to employ as an employee, agent or, with respect to the subject matter
of the Agreement and the Indenture, respectively, a consultant, any person significantly involved in
initiating, negotiating, securing, drafting or creating such documents on behalf of the Issuer within three
years from the execution thereof, unless a waiver is provided by the issuer. The cancellation of any
financing agreement which is material to the payment of the Bonds, including the Indenture, could
adversely affect the holders of the Bonds.

THE PROJECT

The Project is located at the Navajo Generating Station (the "Navajo Station") in
Coconino County, Arizona and consists of facilities for the abatement of'air and water pollution,
including facilities for the abatement of sulfur dioxide, and for the disposal of sewage and solid waste
and certain facilities related thereto. The Navajo Station is owned in undivided interests as follows:
the Company, 14%; Tucson Electric Power Company, 7.5%: Nevada Power Company, 11.3%;
Department of Water and Power of the city of Los Angeles, California, 21;2%; Salt River Project
Agricultural Improvement and Power District, 21.7%; and U.S. Bureau of Reclamation, 24.3%.

USE OF PROCEEDS

. The proceeds of the Bonds will be used to defray the cost to the Company of acquiring,
constructing, reconstructing, improving, maintaining, equipping or furnishing the Project and to pay
certain costs of issuance incurred in connection with the issuance of the Bonds.

2 -
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I

THE BONDS

General

The Bonds will be issued as fully registered Bonds without coupons in the manner
described below. The Bonds will be dated as of the date of delivery thereof (the "Issue Date"l and will
mature on October 1, 2029. The term of the Bonds shall be divided into consecutive Rate Periods,
during each of which the Bonds may bear interest at Daily, Weekly, Monthly, Term or Flexible Rates
designated and determined as described herein. The Initial Rate Period for the Bonds will be a Daily
Rate Period. During such Daily Rate Period, the Bonds will bear interest at Daily Rates as described
herein. The Bonds all continue to bear interest at Daily Rates determined as described herein unless
and until the interest rate determination method for the Bonds is adjusted as described herein.

The Bonds are authorized in denominations of $100,000 or any integral multiple thereof,
with r~ ~spect to Bonds during any Daily Rate Period, any Weekly Rate Period or any Monthly Rate
Period; $100,000 or any integral multiple of $5,000 in excess of $100,000, with respect to Bonds
during any Flexible Rate Period; and $5,000 or any integral multiple thereof, with respect to Bonds
during any Term Rate Period; provided, however, that one Bond may be issued in a denomination other
than the foregoing (collectively, "Authorized Denominations").

The Bonds are subject to tender for purchase at the option of the holders of the Bonds,
and under certain circumstances are subject to mandatory tender for purchase In the manner and at the
times described herein. The Bonds are subject to optional and mandatory redemption prior to maturity
in the manner and at the times described herein.

Goldman, Sachs & Co. has been appointed by the Company as PRemarketing Agent with
respect to the Bonds. Goldman, Sachs & Co. is referred to herein as the "Remarkeding Agent." The
PRemarketing Agent will be paid fees for its services and may be removed or resign under certain
circumstances.

Concurrently with the issuance of the Bonds, the Company will cause to be delivered
to the Trustee the Letter of Credit issued by the Credit Provider.

Definitions

The terms "Daily Rate," "Daily Rate Period," "Weekly Rate," "Weekly Rate Period,"
"Monthly Rate," "Monthly Rate Period," "Flexible Rate," "Flexible Segment," "Term Rate" and "Term
Rate Period" are defined by reference to the procedures for the determination thereof, as described
below. In addition, the following terms are used in this summary:

"Business Day" means a day on which banks located in the cities in which the principal
offices of the Trustee, the Registrar, the Paying Agent, the Tender Agent, the Remarkeding Agent and
the Credit Provider are located are not required or authorized to be closed andon which the New York
Stock Exchange is not closed, and, in the case of any action to be taken by the Company, which is not
a day on which banks in Phoenix, Arizona are required or authorized to be closed.

"Interest Payment Date" means (i) with respect to any Daily, Weekly or Monthly Rate
Period, the first Business Day of each calendar month, (ii) with respect to any Term Rate Period, the
first day of the sixth month following the commencement of the Term Rate Period and the first day of
each sixth month thereafter, (iii) with respem to any Flexible Segment, the Business Day next
succeeding the last day of such Flexible Segment, live with respect to any Rate Period, the Business
Day next succeeding the last day thereof and M with respect to any Credit Provider Bonds, the dates
specified in the Reimbursement Agreement for the payment of interest on any reimbursement

_3-
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obligations of the Company to the Credit Provider relating to such Credit Provider Bonds, as such dates
shall be specified by the Credit Provider to the Trustee.

"Rate Period" means ~nv Daily Rate Period, Weekly Rate Period, Monthly Rate Period,
Term Rate Period or Flexible Rate Period .

'Record Date" means with respect to any Interest Payment Date in respect of any Daily
Rate Period,Weekly Rate Period, Monthly Rate Period or Flexible Segment, the Business Day next
preceding such Interest Payment Date and, with respect to any interest Payment Date in respect Of any
Term Rate Period, the fifteenth day of the month preceding such Interest Payment Date.

'Tax-Exempt" means, with respect to interest on any obligations of a state or local
government, including the Bonds, that such interest is excluded from the gross income of the holders
thereof (other than any holder who is a "substantial user" of facilities financed with such obligations
or a "related person" within the meaning of Section 103(b)(13) of the Internal Revenue Code of 1954,
as amended (the "1954 Code"l or Section 147lal of the Internal Revenue Code of 1986 (the "19B6
Code") for federal income tax purposes, whether or not such interest is includable as an item of tax
preference or otherwise includable directly or indirectly for purposes of calculating other tax liabilities,
including any alternative minimum tax or environmental tax under the 1954 Code or the 1986 Code.

Payment of Principal and Interest

Interest shall be payable (i) by check mailed by first class mail on the Interest Payment
Date to the holders as of the Record Date or (ii) during any Rate Period other than a Term Rate Period,
in immediately available funds lay wire transfer or by deposit to the account of the holder of such Bond
if such account is maintained with the Paying Agent), but in respect of any holder of Bonds in a Daily,
Weekly or Monthly Rate Period only to any holder owning Bonds in an aggregate principal amount of
at least $1 ,000,000 on the Record Date and having provided Wire transfer instructions to the Paying
Agent prior to the dose of business on such Record Date: provided, that. if and to the extent there shall
have been a default in the payment of the interest due, such interest shall be paid to the person in
whose name any such Bonds are registered as of a special record date to be fixed by the Trustee,
notice of which shall be given to such holders not less than 10 days prior thereto. Notwithstanding
the foregoing, interest in respect of any Bond' bearing a Flexible Rate shall be paid only upon
presentation to the Tender Agent of the Bond on which such payment is due.

Interest shall be computed, in the case of any Hate Period other than a Term Rate
Period, on the basis of a 365- or 366-day year, as applicable, for the number of days actually elapsed
and, in the case of a Term Rate Period, on the basis of a 360-day year consisting of twelve 30-day
months.

Daily Rate Period

Dailv Rate. During each Daily Rate Period, the Bonds shall bear interest at the Daily
Rate, determined by the PRemarketing Agent either on each Business Day for such Business Day or on
the next preceding Business Day for the Business Day next succeeding such date of determination and
as may be determined by the PRemarketing Agent for any day that is not a Business Day on any such
day during Which there shall be active trading in Tax-Exempt obligations comparable to the Bonds for
such day. .

The Daily Rate will be the rate determined by the PRemarketing Agent to be the lowest
rate which would enable the Remarkeding Agent to sell the Bonds on the effective date of such rate at
a price (without regard to accrued interest) equal to 100% of the principal amount thereof. If the
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Remarkeding Agent has not determined a Daily Rate, the Daily Rate will be the same as the Daily Rate
for the immediately preceding day. In no event will the Daily Rate be greater than 12%.

Adjustment to a Daily Rate Period. The interest rate borne by the Bonds will be adjusted
to a Daily Rate upon receipt by the Issuer, the Trustee, the Paying Agent, the PRemarketing Agent and
the Credit Provider of written notice from the Company. The notice must specify the effective date of
the adjustment to a Daily Rate which will be (1) a Business Day not earlier than the twelfth day (the
fifteenth day if the than current Rate Period is a Term Rate Period or if the Bonds are then held in book-
entry form) follow ng the fifth Business Day after the receipt by the Trustee of such notice lot such
shorter period acceptable to the Trustee), (2) in the ca~ ~e of an adjustment from a Monthly Rate Period
or e Term Rate Period, a day on winch the Bonds would be permitted to be redeemed at the option of
the Company pursuant to provisions of the Indenture as described herein under "-Redemption of
Bonds-Optional Redemption-Monthly Rate Period" and '-Redemption of Bonds-Optional
Redemption-Term Rate Period," as applicable, and (3) in the case of an adjustment from a Flexible
Rate Period, either ii) the day immediately following the last day of the then current Flexible Rate
Period, or (ii) for each Bond, the day immediately following the last day of the last Flexible Segment for
such Bond in the then current Flexible Rate Period; provided. however, that if prior to the Company's
making such election, any Bonds shall have been called for redemption and such redemption shall not
have theretofore been effected, the effective date of such Daily Rate Period shall not precede such
redemption date. In the case of an adjustment from'a Term Rate Period, such notice must be
accompanied by an opinion of bond counsel to the affect. that such adjustment (1) is authorized or
permitted by the Act and the indenture, and (2) will not adversely affect the Tax-Exempt status of the
interest on the Bonds.

Notice of Adiustmem to a Dailv Rate Period. The Trustee must give notice of an
adjustment to a Daily Rate Period to the holders of the Bonds not less than twelve days (fifteen days
if the then current Rate Period shall be a Term Rate Period or if such Bonds are then held in book-entry
form) prior to the effective date of such Daily Rate Period. Such notice will state (1) that the interest
rate on the Bonds will be adjusted to a Daily Rate (subject to the. Company's ability to rescind its
election, as provided in the indenture), (2) the effective date of the Daily Rate Period. (3) that the Bonds
are subject to mandatory tender for purchase on such effective date. (4) the procedures for such
mandatory tender, (5) the purchase price of the Bonds on such effective date (expressed as a
percentage of the principal amount thereof), and (6) that the holders of the Bonds do not have a right
to retain their Bonds on such effective date.

Weekly Rate Period

Weekly Rate. During each Weekly Rate Period, theBonds will bear Interest at the
Weekly Rate determined by the PRemarketing Agent no later than the first day of such Weekly Rate
Period and thereafter no later than Tuesday of each week during such Weekly Rate Period, unless any
such Tuesday shall not be a Business Day, in which event the Weekly Flute shall be determined by the
PRemarketing Agent no later than the Business Day next preceding such Tuesday.

The Weekly Rate will be the rate determined by the PRemarketing Agent to he the lowest
rate which would enable the Remarkeding Agent to sell the Bonds on the effective date of such rate at
a price (without regard to accrued interest) equal to 10Q% of the principal amount thereof. If the
PRemarketing Agent has not determined a Weekly Rate for any period, the Weekly Rate for such period
will be the same as the Weekly Rate for the immediately preceding period. In no event will the Weekly
Rate be greater than 12%. .

The first Weekly Rate determined for each Weekly Rate Period will apply to the period
commencing on the first day of such Weekly Rate Period and ending on the next succeeding Tuesday.
Thereafter. each Weekly Rate will apply to the period commencing on each Wednesday and ending on
the next succeeding Tuesday; provided, however, if such Weekly Rate Period will end on a day other
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than Tuesday, the last Weekly Rate for such Weekly Rate Period will apply to the period commencing
on the Wednesday preceding the last day of such Weekly Rate Period and ending on such last day.

Adjustment to a Weekly Rate Period. The interest rate borne by the Bonds will be
adjusted, at any time, to a Weekly Rate upon receipt by the Issuer, the Trustee, the Paying Agent, the
PRemarketing Agent and the Credit Provider of written notice from the Company, which notice must
specify the effective date of such adjustment to a Weekly Rate Period which will be (1) a Business Day
not earlier than the twelfth day (the fifteenth day if the then current Rate Period is a Term Rate Period
or if such Bonds are then held in book-entry form) following the fifth Business Day after receipt by the
Trustee of such notice (or such shorter period acceptable to the Trustee). (2) in the case of an
adjustment from a Monthly Rate Period or a Term Rate Period, a day on which the Bonds would be
permitted to be redeemed at the option of the Company pursuant to provisions of the Indenture as
described herein under "-Redemption of Bonds--Optional Redemption-Monthly Rate Period" and
ll -Redemption of Bonds-Optional Redemption--Term Rate Period," as applicable, and (8) in the case
of an adjustment from a Flexible Rate Period, either the day immediately following the last day of the
then current Flexible Rate Period or for each Bond, the day immediately following the last day of the
then current Flexible Segment for such Bond: provided however, that if prior to the Company's making
such election, any Bonds have been .called for redemption and such redemption has not yet been
effected, the effective date of such Weekly Rate Period will not precede such redemption date. In the
case of an adjustment from a Term Rate Period, such notice must be accompanied by an opinion of
bond counsel to the effect that such adjustment (ll is authorized or permitted by the Act and the
Indenture, and (2) will not adversely affect the Tax-Exempt status of interest on the Bonds.

Notice of Adjustment to a Weekly Rate Period. The Trustee must give notice of an
adjustment to a Weekly Rate Period to the holders of the Bonds not less than twelve days (fifteen days
if the then current rate period is a Term Rate Period or if such Bonds are then held in book-entry form)
prior to the effective date of such Weekly Rate Period. Such notice will state (1) that the interest rate
on the Bonds will be adjusted to a weekly Rate (subject to the Company's ability to rescind its election,
as provided in the indenture), (2) the effective date of the Weekly Rate Period, (3) that the Bonds are
subject to mandatory tender for purchase on such effective date, (4) the procedures for such mandatory
tender, (5) the purchase price of such Bonds on such effective date (expressed as a percentage of the
principal amount thereof), and (6) that holders of the Bonds do not have the right to retain the Bonds
on such effective date.

Monthly Rate Period

Monthly Rate. During each Monthly Rate Period, the Bonds will bear interest at the
Monthly Hate. determined by the PRemarketing Agent -no later than the first day of such Monthly Rate
Period and thereafter no later than the Business Day immediately preceding each interest Payment Date .

The Monthly Rate will be the rate determined by the PRemarketing Agent to be the lowest
rate which would enable the Remarkeding Agent to sell the Bonds on the effective date of such rate at
a price (without regard to accrued interest) equal tO 100% of the principal amount thereof. If the
PRemarketing A~ ~ent has not determined a Monthly Rate for any period, the Monthly Rate shall be the
same as the Monthly Rate in effect for the immediately preceding month. in no event shall any Monthly
Rate be greater than 12%.

The first Monthly Rate determined for each Monthly Rate Period will apply to the period
commencing on the first day of such Monthly Rate Period and ending on the day immediately preceding
the next Interest Payment Date with respect to the Bonds. Thereafter, each Monthly Rate will apply
to the period commencing on the Interest Payment Date next succeeding the date of determination of
s.uch Monthly Rate and ending on the day immediatelypreceding the interest Payment Date next
succeeding the effective date of such Monthly Rate.
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Adjustment to a Monthlv Rate Period. The interest rate borne by the Bonds will be
adjusted, at any time, to a Monthly Rate upon receipt by the Issuer, the Trustee, the Paying Agent, the
PRemarketing Agent and the Credit Provider of written notice from the Company, which notice will
specify the effective date of such adjustment to a Monthly Rate Period. which shall be (1) a Business
Day not earlier than the twelfth day (the fifteenth day if the then current Rate Period is a Term Rate
Period or if the Bonds are then had In book-entry form) following the fifth Business Day after the date
of receipt by the Trustee of such notice (or Audi shorter period acceptable to the Trustee); (2) in the
case of an adjustment from a Term Rate Period, a day on which Bonds would be permitted to be
redeemed at the option of the Company pursuant to provisions of the Indenture as described herein
under "-Redemption of Bonds-Optional Redemption-Term Rate Period"; and (3) in the case of an
adjustment from a Flexible Rate Period either the day immediately following the last day of the then
current Flexible Rate Period or for each Bond, the day immediately following the last day of the last
Flexible Segment for such Bond in the then current Flexible Rate Period; provided.however, that if prior
to the Company's making such election, any of the Bonds have been called for redemption and such
redemption has not been effected, the effective date of such Monthly Rate Period will not precede such
redemption date. in the case of an adjustment from a Term Rate Period, such written notice shall be
accompanied by an opinion of bond counsel to the effect that such adjustment ll) is authorized or
permitted by the Indenture and the Act, and (2) will not adversely affect the Tax-Exempt status of
interest on the Bonds. ` .

Notice of Adiustment to a Monthly Rate Period. The Trustee must give notice of an
adjustment to a Monthly Rate Period to the holders of the Bonds not less than twelve days (fifteen days
if the then current Rate Period is a Term Rate Period or if such Bonds are then held in book-entry form)
prior to the effective date of such Monthly Rate Period. Such notice will state (1) that the interest rate
on the Bonds will be adjusted to a Monthly Rate (subjem to the Company's ability to rescind its election
pursuant to the Indenture), (2) the effective date of the Monthly Rate Period, (3) that the Bonds are
subject to mandatory tender for purchase on such effective date, (4) the procedures for such mandatory
tender, (5) the purchase price of such Bonds on such effective date (expressed as a percentage of the
principal amount thereof). and (6) that the holders of the Bonds do not have the right to retain their
Bonds on such effective date.

Flexible Rate Period

Flexible Segments and Flexible Rates. Flexible Rate Periods will consist of Flexible
Segments of varying duration for each Bond. Different Flexible Segments may apply to different Bonds
at any time and from time to time. During each Flexible Rate Period, each Bond will bear interest at the
Flexible Rate applicable to the Flexible Segment in effect for such Bond. Each Flexible Segment will
be a period of at least one day and not more than 365 days, ending on a day that immediately precedes
a Business Day, determined by the Remarkeding Agent to be the period which, together with all other
Flexible Segments for all Bonds then outstanding, will result in the lowest overall net interest expense
on the Bonds. The Flexible Rate for each Flexible Segment for each Bond will be the rate determined
by the PRemarketing Agent no later than the first day of such Flexible Segment to be the lowest interest
rate which would enable the PRemarketing Agent to sell the Bonds on the effective date of such rate at
a price without regard to accrued interests equal to 100% of the principal amount thereof. if a Flexible
Rate for a Flexible Segment of one day is not determined or effective on such day, the Flexible Rate
for such Flexible Segment of one day shall be eighty percent l80%l of the most recent One-Year Note
index theretofore published in The Bond Buyer. In no event shall the Flexible Rate for any Bond be
greater than 12%.

Adjustment to a Flexible Rate Period. The interest rates borne by the Bonds will be
adiusted, at any time, to Flexible Rates upon receipt by the Issuer, the Trustee, the P~ ~ying Agent, the
PRemarketing Agent and the Credit Provider of written notice from the Company, which notice will
specify the effective date of the Flexible Rate Period during which the Bonds will bear interest at
Flexible Rates which will be (1) a Business Day not earlier than thetwelfth day (the fifteenth day if the
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then Current Rate Period is a Term Rate Period or if the Bonds are then held in book-entry form)
following the fifth Business Day after the date of receipt by the Trustee of such notice (or such shorter
period acceptable to the Trustee). and (2) in the case of an adjustment from a Monthly Rate Period Or
a Term Rate Period, a day on which the Bonds would be permitted to be redeemed at the option of the
Company pursuant to provisions of the Indenture as described herein under "-Redemption of
Bonds-Optional Redemption-Monthly Rate Period" or  " -Redempt ion of Bonds-Optional
Redemption--Term Rate Period," as applicable; provided, however, that if prior to the Company's
making such election, any of the Bonds have been called for redemption and such redemption has not
been effected, the effective date of such Flexible Rate Period will not precede such redemption date.
Such notice must also be accompanied by an opinion Of bond counsel to the effect that such
adjustment (1) is authorized or permitted by the Indenture and the Act, and (2) will not adversely affect
the Tax-Exempt status of interest on the Bonds.

Notice of Adiustment to a Flexible Rate Period. The Trustee must give notice of an
adjustment to a Flexible Rate Period to the holders of the Bonds not less than twelve days (fifteen days
if the then current Rate Period is a Term Rate Period or if the Bonds are then held in book-entry form)
prior to the effective date of such Flexible Rate Period. Such notice will state (1) that the interest rate
on the Bonds Will be adjusted to Flexible Rates (subject to the Company's ability to rescind Its election
pursuant to the indenture), (2) the effective date of such Flexible Rate Period, (3) that the Bonds are
subject to mandatory tender for purchase on the effective date of such Flexible Rate Period, (4) the
procedures for such mandatory tender, and (5) that the holders of the Bonds do not have the right to
retain their Bonds on such effective date.

Adjustment from a Flexible Rate Period. At any time during a Flexible Rate Period, the
Company may elect that the Bonds shall no longer bear interest at Flexible Rates. The Company must
notify the Issuer, the Trustee, the Paying Agent, the Remarkeding Agent and the Credit Provider of the
election and specify the Rate Period to follow with respect to the Bonds upon cessation of the Flexible
Rate Period. The Remarkeding Agent will (1) determine Flexible Segments of such duration that, as
soon as possible, all Flexible Segments shall end on the same date, not earlier than the eleventh day
following the fifth Business Day lot such shorter period = acceptable to the Trustee), following the receipt
by the Trustee of the notice described in the last sentence of this paragraph, which date shell be the
last day of the then current Flexible Rate Period, and, upon the establishment of such Flexible
Segments, the day next succeeding the last day of all such Flexible Segments shall be the effective date
of the Rate Period elected by the Company; or (2) determine Flexible Segments that will in the judgment
of the PRemarketing Agent best promote an orderly transition to the next succeeding Rate Period to
apply to the Bonds, beginning not earlier than the eleventh day following the fifth Business Day (or such
shorter period acceptable to the Trustee) following the receipt by the Trustee of the notice described
in the last sentence of this paragraph. if the alternative in Clause (2) above is selected, the day next
succeeding the last day of the Flexible Segment for each Bond shall be with respect to such Bond the
effective date of the Rate Period elected by the Company. The PRemarketing Agent, promptly upon the
determination thereof, shall give written notice of such last day and such effective dates to the
Company, the Trustee and the Paying Agent.

Term Rate Period

Term Rate. During each Term Rate Period, the Bonds will bear interest at the Term Rate
which will be determined by the Remarketlng Agent on a Business Day selected by the Remarkeding
Agent, but not more the ~n 40 days prior to' and not later than the effective date of such Term Rate
Period. The Term Rate will be the rate determined by the Premarketing Agent oN such date, and
communicated on such date to the Trustee, the Paying Agent and the Company. by written notice or
by telephone promptly confirmed by telecom or other writing, as being the lowest rate which would
enable the Remarkeding Agent to sell the Bonds on the effective date of such rate at a price (without
regard to accrued interest) equal to 100% of the principal amount thereof: provided, however, that if,
for any reason. a Term Rate for any Term Rate Period is not determined or effective or if an adjustment
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from a Term Rate Period to another Rate Period is not effective, the Rate Period for the Bonds will
automatically convert to a Daily Rate Period. If a Daily Rate for the first day of such Daily Rate Period
is not determined as described under " -Daily Rate Period-Daily Rate", the Daily Rate for the first day
of such Daily Rate Period shall be 80% of the most recon One-Year Note Index theretofore published
in The Bond Buyer. in no event will any Term Rate be greater than 12% per annum.

Adiustment to or Continuation of a Term Rate Period. The interest rate borne by the
Bonds will be adjusted to or continued at a Tam Rate, at any time, upon receipt by the Issuer, the
Trustee, the Paying Agent, the Remarkeding Agent and the Credit Provider of written notice from the
Company, which notice will indicate the duration of the Term Rats Period during which the Bonds will
bear interest at such rate. At the time the Company elects an adjustment to or continuation of a Term
Rate Period, the Company may specify two or more consecutive Term Rate Periods and, if the Company
so specifies, will specify the duration of each such successive Term Hate Period. Such notice must
specify the effective date of each Term Rate Period, which will be (1) a Business Day not earlier than
the twelfth day (the fifteenth day if the then current Rate Period is a Term Rate Period or if such Bonds
are then held in book-entry form) following the fifth BUsiness Day after the date of receipt by the
Trustee of such notice (or such shorter period acceptable to the Trustee); (2) in the case of an
adjustment from a Monthly Rate Period or an adjustment from or continuation of a Term Rate Period,
a day on which the Bonds would be permitted to be redeemed at the option of the Company purse ~nt
to the provisions of the Indenture as described herein under "-Redemption of Bonds-Dptional

or ' -Redemption of Bonds-Optional Redemption#-Term Rate
Period," as applicable; and (3) in the case of an adjustment from a Flexible Rate Period either (it the day
immediately following the last day of the then current Flexible Rate Period, or (ii) for each Bond, the day
immediately following the last day of the last Flexible Segment for such Bond in the then current
Flexible Rate Period;provided, however, that if prior to the Company's making such election. any Bonds
shall have been called for redemption and such redemption has not been effected, the effective date
of such Term Rate Period will not precede such redemption date. In addition, such notice must specify
the last day of such Term Rate Period (which shall be either the day preceding the date of final maturity
of the Bonds or a day which both immediately precedes a Business Day and is at least one hundred
eighty (180) days after such effective date), and unless such Term Rate Period immediately succeeds
a Term Rate Period of the same duration and is subject to the same optional redemption rights provided
by the Indenture, shall be accompanied by an opinion of bond counsel to the effect that such
adjustment (1) is authorized or permitted by the Indenture and the Act, and (2). will not adversely affect

.the Tax-Exempt st~ ~tus of interest on the Bonds.

Redemption--Monthly Rate Period ll

If, by the second Business Day preceding the fourteenth day prior to the last day of any
Term Rate Period, the Trustee shall not have received notice of the Company's election that, during the
next succeeding Rate Period, the Bonds will bear interest at e Dally Rate, a Weekly Rate, a Monthly
Rate, a Term Rate or e Flexible Rate accompanied by an appropriate opinion of bond counsel, if

= ll be a Term
Rate Period of the same duration as the Immediately preceding Term Rate Period and the optional
redemption prices and periods for such successive Term Rate Period shell be the same as for the
immediately preceding Term Rate Period; provide however. that if the last day of any such successive
Term Rate Period is not a day immediately preceding a Business Day, then such successive Term Rate
Period will end on the first day immediately preceding the Business Day next succeeding such day, or
if such lest day would be after the day prior to the final maturity date of the Bonds, such Term Rate
Period shall end on the last day prior to such maturity date.

expressly required by the provisions of the Indenture, the next succeeding Rate Period sh

Notice of Adjustment to or Continuation of a Term Rate Period. The Trustee must give
notice of an adjustment to or continuation of a Term Rate Period to the holders of the Bonds not less
than twelve days (fifteen days if the then current Rate Period is a Term Rate Period or if such Bonds
are then held in book-entry form) prior to the effective date of such Term Rate Period. in the event
such adjustment or continuation is from a Term Rate Period to a Term Rate Period at equal duration,
such notice shall state (1) that the interest rate on the Bonds will be adjusted to, or continue to be, a
Term Rate (subject to the Compeny'S ability to rescind its election as provided in the Indenture). (21 the
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effective date and the last date of the Term Rate Period, (3) that the Term Rate for such Term Rate
Period will be determined not later than the effective date thereof, (4) how such Term Rate may be
obtained from the Remarkeding Agent, (5) the Interest Payment Dates after such effective date, (6) that,
during such Term Rate Period, the holders of Bonds will not have the right to tender their Bonds for
purchase, (7) the redemption provisions that will apply to Bonds during such Term Rate Period,
(8) whether any Credit Facility will be in effect after such effective date and, if so, the name of the
Credit Provider and the interest coverage and expiration date of any such Credit Facility, and (9) the
rating or ratings, if any, which the Bonds are expected to receive from the Rating Agencies as of such
effective date. In the event such adjustment or continuation is not from a Term Rate Period to a Term
Rate Period of equal duration, such notice shall state (1) that the interest rate on such Bonds will be
adjusted to, or continue to be, a Term Rate (subject to the Company's ability to rescind its election as
provided in the Indenture), (2) the effective date of the Term Rate Period, (3) that the Bonds shall be
subject to mandatory tender for purchase on such effective date, (4) the procedures for such mandatory
tender. (5) the purchase price of the Bonds on such effective date (expressed as a percentage of the
principal amount thereof), and (6) that the holders of the Bonds do not have the right to retain their
Bonds on such effective date.

Determinations Conclusive

The determination of any Daily Rate, Weekly Rate, Monthly Hate, Flexible Rate and Term
Rate and each Flexible Segment by the Remarkeding A~ ~ent shall be conclusive and binding upon the
PRemarketing Agent, the Trustee, the Paying Agent, the Company, the Issuer and the holders of the
Bonds.

Automatic Adjustment to Daily Rate Upon Rescission of Rate Period Adjustment

The Company may rescind any election by it to adjust to or continue a Rate Period prior
to the effective date thereof, by giving written notice to the Issuer, the Trustee and the PRemarketing
Agent prior to such effective date. If notice of the election to adjust to or continue the Rate Period has
previously been given by the Trustee to the holders of the Bonds, then the Rate Period will
automatically adjust to a Daily Rate Period on the date originally scheduled for such adjustment or
continuation. If a Daily Rate for the first day of any such Daily Rate Period is not determined as
described under " ,
Period will be 80% of the most recent One-Year Note Index theretofore published in The Bond Buver.

- .Daily Rate Period-Daily Rate" the Daily Rate for the first day of such Daily Rate

Options Tender for Purchase

Daily.Rate Period. On any Business Day during any Daily Rate Period, any Bond (or
portion thereof In an Authorized Denomination) will be purchased at a purchase price equal to 100%
of the principal amount thereof plus accrued interest, of any, to the Purchase Date (as defined in the
Indenture), upon ii) delivery by the holder of such Bond to the Tender Agent at its Principal Office by
no later than 11:00 a.m., New York City time, on such Business Day, of an irrevocable notice by
telephone or in writing, which states the principal amount, or portion thereof, of such Bond to be
tendered for purchase and the Purchase Date, and (ii) delivery of such Bond to the Tender Agent at its
Principal Office accompanied by an instrurnentof transfer thereof, in form satisfactory to the Tender
Agent executed in blank by the holder thereof with the signature of such holder guaranteed by a
~uarantor acceptable to the Tender Agent, at or prior to 1:00 p.m., New York City time, on the
Purchase Date.

WeekIv Rate Period. On any Wednesday, or if such Wednesday is not a Business Day,
then the next succeeding Business Day, during any Weekly Rate Period, any Bond (or portion thereof
in an Authorized Denomination) will be purchased at a purchase price equal to 100% of the principal
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amount thereof plus accrued interest, if any, to the Purchase Date, upon (it delivery by the holder of
such Bond to the Tender Agent at its Principal Office of an irretvoceble Notice by telephone (promptly
confirmed in writing) or in writing by 5:00 p.m. New York City time on any Business Day at least seven
days prior to the purchase Date, which states the principal amount or portion thereof of such Bond to
be tendered for purchase and the Purchase Date, and (ii) delivery of such Bond to the Tender Agent at
its Principal Office accompanied by an instrument of transfer thereof, in form satisfactory to the Tender
Agent, executed in blank by the holder thereof with the signature of such holder guaranteed by a
guarantor acceptable to the Tender Agent, at or prior to 1:00 p.m., New York city time, on the
Purchase Date.

Monthly Rate Period. On any Interest Payment Date during a Monthly Rate Period, any
Bond (or portion thereof in an Authorized Denomination) will be purchased at a purchase price equal
to 100% Of the principal amount thereof, upon (i) delivery by the holder of such Bond to the Tender
Agent at its Principal Office of an irrevocable notice in writing, by 5:00 p.m., New York City time, on
any Business Day at least seven days prior to such Purchase Date, which states the principal amount
of such Bond to be tendered for purchase and the Purchase Date, and (ii) delivery of such Bond to the
Tender Agent at its Principal Office, accompanied by an instrument of transfer thereof, in a form
satisfactory to the Tender Agent, executed in blank by the holder thereof with the signature of such
holder guaranteed by a guarantor acceptable to the Tender Agent, at or prior to 1:00 p.m., New York
City time, on the Purchase Date. .

Term Rate Period. On the first day of any Term Rate Period which is preceded by a
Term Rate Period of the same duration, any Bond (or portion thereof in an Authorized Denomination)
will be purchased from its holder, at a purchase price equal to 100% of the principal amount thereof
plus accrued interest, if any, to the Purchase Date upon ii) delivery by the holder of such Bond to the
Tender Agent at its Principal Office, of an irrevocable notice in writing, by 5:00 p.m., New York City
time, on any Business Day not less than fifteen days prior to the Purchase Date which states the
principal amount, or portion thereof, of such Bond to be purchased ~nd the Purchase Date, and
(it delivery of such Bond to the Tender Agent at its Principal Office accompanied by an instrument of
transfer thereof, in form satisfactory to the Tender Agent, executed in blank by the holder thereof with
the signature of such holder guaranteed by a guarantor acceptable to the Tender Agent, at or prior to
1:00 p.m., New York City time, on the Purchase Date.

Bonds tendered for purchase under the provisions of the Indenture must be delivered
to the Principal Office of the Tender Agent; provided that so long as any Bond is held in book-entry
form, such Bond need not be delivered in connection with any tender pursuant to the provisions of the
Indenture described in this Section.

Mandatory Tender for Purchase

The Bonds are subject to mandatory tender for purchase at a purchase price equal to
the principal amount thereof, plus accrued interest to the Purchase Date therefor, on any of:

(a) as to any Bond, the effective date of any change in a Rate Period for such Bond
other than the effective date for a Term Rate Period which was preceded by a Term Rate Period
of the same duration;

(b) as to each Bond in a Flexible Rate Period, the day next succeeding the last day of
any Flexible Segment with respect to such Bond;

(c) the second Business Day next preceding the termination of any Credit Facility
(whether upon the stated termination date thereof or upon the substitution of a different Credit
Facility) unless the Trustee shall have received, on or before the twentieth day prior to such
termination date, confirmation (which need not be in writing) from each Rating Agency (~~s
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defined in the Indenture) then rating the Bonds that such termination shall not result in the
lowering or withdrawal of the then current ratings on the Bonds;

(d) a day, as specified by the Trustee, not more than twenty days after receipt by the
Trustee from the Credit Provid~ ~r, within seven days after a drawing on the Credit Facility, of
a notice the "Notice of Non-Reinstetement") to the effect that the Credit Provider has not been
reimbursed for such drawing, and that the amount available to be drawn thereunder has nor
been reinstated and directing the Trustee to give notice of such mandatory tender and to
purchase such Bonds on the applicable Purchase Date: or

(e) a day, as specified by the Trustee, not more than twenty days after receipt by the
Trustee from the Credit Provider, of a written notice stating that an event of default has
occurred under the Reimbursement Agreement and directing the Trustee to give notice of such
mandatory tender and to purchase the Bonds on the applicable Purchase Date.

. The Bonds are also subject to mandatory tender for purchase on the day next
succeeding any Term Rate Period which ends prior to the day originally established as the last day of
such Term Rate Period at a purchase price equal to the principal amount thereof plus an amount equal
to any premium which would have been payable on such day had the Company directed optional
redemption of the Bonds on that day.

On the day next succeeding the last day of any Flexible Segment for any Bond. such
Bond shall be purchased (as described in clause lb) above) unless the holder thereof elects to retain its
investment in the Bond or any portion thereof n an Authorized Denomination and not to have such
Bond or portion thereof purchased, by delivery to the Tender Agent at the Principal Office of the Tender
Agent not later than 11'00 a.m., New York City time, on` the first day of the applicable Flexible
Segment, of an irrevocable telephonic notice which states that such Bond or portion thereof is not to
be so purchased. Payment of interest on Bonds to be retained shall be made only upon exchange
thereof for a Bond bearing a notation of the new Flexible Segment and new Flexible Rate.

The Trustee shall give notice by first~class mail to the holders of Bonds of the
termination of any Credit Facility and of the provision of any proposed substitute Credit Facility, not
later than the fifteenth day prior to such termination or provision. Such notice shall (i) include a general
description of any Credit Facility in effect prior to such termination or provision and any substitute
Credit Facility to be in effect on such termination or provision, alia state the date of such termination
or provision, (iii) state the ratings, if any, expected for the Bonds after such termination or provision,
and (iv) if by the 20th day prior to such termination or provision the Trustee shall not have received
confirmation (which need not be in writing) from each Rating Agency then rating the Bonds that such
termination or provision will not result in the lowering or withdrawal of the then current rating on the
Bonds, state that the Bonds shall be subject to mandatory tender for purchase on the second Business
Day next preceding such termination or provision as described in clause ice above.

The Trustee shall give notice by first-class mail to the holders of the Bonds of any
mandatory tender occurring by reason of clause (d) or (e) above no leterthan five days after receiving
the notice* from the Credit Provider as described in such douse id) or ye). as applicable, and not less
than fifteen days prior to the mandatory tender date described in such clause ld) Or lei, as applicable.

Redemption of Bonds

Optional Redemption-Dgily Rate Period or Weekly Rate Period. On any Business Day
during a Daily Rate Period or a Weekly Rate Period, the Bonds are subject to redemption, at the option
of the Company, in whole or in part, at 100% of their principal amount, plus accrued interest, if any,
to the redemption date. '
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Optional Redemption-Monthly Rate Period. On any Interest Payment Date during a
Monthly Rate Period, the Bonds are subject to redemption at the option of the Company, in whole or
in part. at 100% of their principal amount.

Optional Redemption-Flexible Rate Period. On the day next succeeding the last day
of any Flexible Segment with respect to any Bond, such Bond is subject to redemption at the option
of the Company, in whole or in part, at 100% of its principal amount.

Optional Redemption-Term Rate Period. On the day next succeeding the last
scheduled day of any Term Rate Period, the Bonds shall be subject to redemption at a redemption price
of 100% of the principal amount thereof, plus accrued interest, if any, to the redemption date. During
any Term Rate Period, the Bonds are subjem to redemption, at the option of the Company, during the
periods specified below, in whole at any time or in part from time to time, at the redemption prices
(expressed as percentages of principal amount) set forth below plus accrued interest, if any, to the
redemption date:

l

Lenqth of Term Rate Period (in years)

Greater than 15

Redemption Dates and Prices

At any time on or after the first day of the calendar
month following the tenth anniversary of the
effective date at 102% declining 1 % annually to
100%

Greater than 10 and less than or equal to 15 At any time on or amer the first day of the calender»
month following the fifth anniversary of the
effective date at 102% declining 1% annually to
100%

Greater than 7 and less than or equal to 10 At any time on or after the first day of the calendnf
month following the third anniversary of the
effective date at 102% declining 1% annually to
100%

Greater than 4. and less than or equal to 7 At any time on or after the first day of the calendar
month following the second anniversary of the
effective date at 101 % declining 0.5% annually tn
100%

Greater than 2 and less than or equal to 4 At any time on or after the first day of the calendar
month following the second anniversary of the
effective date at 101 % declining 0.5% each six
months thereafter to 100%

Greater than 1 and less than or equal to 2 At any time on or after the first day of the calendar
month following the first anniversary of the
effective date at 100.596, declining 0.5% six
months thereafter to 100%

Less than or equal to 1 Not redeemable

The Company shall have the option to cause the Rate Period to change on any date on
which the Bonds are subject to redemption as provided above, in which event the Bonds shall be
subject to mandatory tender at the applicable price set forth above, as described. in the second
paragraph under "-Mandatory Tender for Purchase."
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with respect to any Term Hate Period, the Company may, in the notice required by the
Indenture with respect to an adjustment to or continuation of a Term Rate Period, specify redemption
provisions, prices and periods other than those set forth ~bove; provided, however, that such notice
shall be accompanied by an opinion of bond counsel stating that such changes in redemption
provisions, prices and periods (ii are authorized or permitted by the Act and the Indenture, and (ii) will
not adversely affect the Tax-Exempt status of the Bonds.

Extraordinarv Optional Redemption. The Bonds will be redeemed in whole or in pan at
any time at a redemption price equal to 100% of the principal amount thereof plus accrued interest,
if any, to the redemption date upon receipt by the Trustee of a written notice from the Company stating
that any of the following events has occurred and that the CoMpany therefore intends to exercise its
option to prepay the payments due under the Agreement and thereby effect the redemption of Bonds
in whole or in part'

(a) the Navajo Station or the Project or a portion thereof the original cost of which is
equal to or greater than $500,000 shall have been damaged or destroyed to such extent that,
in the opinion of the Company (i) it is not practicable or desirable to rebuild, repair or restore
the Project or such portion thereof within a period of six consecutive Months following such
damage or destruction, (ii) the Company is or will be thereby prevented from carrying on its
normal operations at the Project or such portion thereof for a period of six consecutive months,
or (iii) 'the cost of restoration thereof would substantially exceed the net proceeds of insurance
carried thereon;

lb) title to, or the temporary use of, the Navajo Station or the Project or a portion
thereof the original cost of which is equal to or greater than $500,000 shall have been taken
under the exercise of the power of eminent domain, including such a taking as results (or is
likely to result) in the Company being prevented from carrying on normal operations at the
Project or such portion thereof for a period of six months or as renders the Project or such
portion thereof unsuitable for use by the Company;

(c) unreasonable burdens or excessive liabilities, in the opinion of the Company, shall
have been imposed on the Company, including, without limitation, federal, state or other ad
valorem, property, income or other taxes not being imposed on the date of the Agreement; or

(d) any court or administrative body or regulatory agency shall enter a judgment, order
or decree requiring the Company to cease all or any substantial part of its operations at the
Project or a portion thereof the original cost of which is equal to or greater than $500,000, to
such an extent that, in the opinion of the Company it is or will be thereby prevented from
carrying on its normal operations at the Project or such portion thereof for a period of six
consecutive months. .

Mandatorv Redemption. Upon the occurrence of any of the following events, the Bonds
shall be redeemed, at a redemption price equal to the principal amount thereof plus accrued interest to
the redemption date, from amounts required to be prepaid by the Company:

(Al in whole on any date upon a Determination of Taxability (as hereinafter defined);
provided, however, that if, in the opinion of bond counsel delivered to the issuer and to the
Trustee, the redemption of a specified portion of the BondS outstanding would have the result
that interest payable on the Bonds remaining outstanding otter such redemption would remain
Tax-Exempt, then such Bonds shall be redeemed in part by lot (in Authorized Denominations)
in such amount as such bond counsel in such opinion shall have determined is necessary to
~ccomplish that result; or

(B) in whole upon the acceleration ofpayments due under the Agreement following an
event of default (as such term is defined in the Agreement) thereunder;provided, however, that
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such redemption shall not occur if, pursuant to the Agreement, the acceleration of such
payments is annulled prior to the redemption date and, in such event.. the Trustee will promptly
give written notice of such annulment to the Issuer and the Company, and will give notice
thereof to the holders of the Bonds and the Credit Provider.

For purposes of the foregoing, "Determination of Taxabiiity" means a determination that
interest payable on any Bond is includable in the gross income for federal income tax purposes of the
owner of such Bond (other than an owner who is a 'substantial user" of the Project or a 'related
person" within the meaning of Section 103(b)(13) of the 1954 Code). Such determination shall be
deemed to have been made upon the date on which, due to the untruth or inaccuracy of any
representation or warranty made by the Company in the Agreement, or in connection with the offer and
sale of the Bonds, or the breach of any covenant or warranty of the Company contained in the
Agreement, interest on the Bonds, or any of them, is determined to be includable in the gross income
for federal income tax purposes of the owners thereof (other than an owner who is a "substantial user"
of the Project or a "related person" within the meaning of Section 103(bl(131 of the 1954 Code) by a
final administrative determination of the internal Revenue Service or a final judicial decision of a court
of competent jurisdiction in a proceeding of which the Company received notice and was afforded an
opportunity to participate to the full extent permitted by law. A determination or decision will not be
considered final for purposes of the preceding sentence unless (Al the holder or holders of the Bonds
involved in the proceeding in which the issue is raised (it shall have given the Company and the Trustee
prompt notice of the commencement thereof, and (ii) shall have offered the Company the opportunity
to control the proceeding; provided the Company agrees to pay all expenses in connection therewith
and to indemnify such holder or holders against all liability for such expenses (except that any such
holder may engage separate counsel. and the Company shell not be liable for the fees or expenses of
such counsel); and (B) such proceeding shall not be subject to a further right of appeal or shall not have
been timely appealed.

Notice and Manner of Redemption: Effect. Notice of redemption shall be given by the
Trustee, not fewer than 15 nor more than 60days prior to the redemption date, (ii by first-class mail
to the registered holder of each Bond to be redeemed at such registered holder's address as it appears
on the registration books and to the Credit Provider and (ii) by telecom, confirmed by first-class mail,
to the Securities Depositories yes defined in the Indenture) and one or more information Services (as
defined in the fndenturel. During the continuance of a book-entry system, the Trustee shall not be
obligated to give notices to beneficial holders. See "-Book-Entry Only System" below. Each notice
of redemption shall state, among other things, the redemption date, the place of redemption, the source
of funds to be used for such redemption and the principal amount, and shall also state that the interest
on the Bonds designated for redemption shall cease to accrue from and after such redemption date and
that on such date there will become due and payable on each of the Bonds the principal amount thereof
to be redeemed, interest accrued thereon, if any, to the redemption date and the premium, if any,
thereon .(such premium to be specified). No publication of notice is required. if less than all the Bonds
are called for redemption, the Trustee shall select Bonds to be redeemed by lot.

Vvth respect to any notice of optional redemption, unless upon the giving of such notice
such Bonds shall be deemed to have been paid, such notice shall state that such redemption shall be
conditional upon the receipt by the Trustee on or prior to the date fixed for such redemption of
Available Amounts (as defined in the Indenture) sufficient to pay the principal of, and premium. if any,
and interest on, such Bonds to be redeemed, and that if such Available Amounts shall not have been
so received said notice shall be of no force and effect and the Issuer shall not be required to redeem
such Bonds. in the event that such notice of redemption contains such a condition and such Available
Amounts are not so received, the redemption shall not be made and the Trustee shall within a
reasonable time thereafter give notice. to the persons and in the manner in which the notice of
redemption was given, that such Available Amounts were not so received.

If moneys for payment of the redemption price are held by the Trustee, Bonds called
for redemption shall become due and payable on the redemption date at the applicable redemption
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price, interest on the Bonds called for redemption shall cease to accrue, such Bonds shalt cease to be
entitled to any lien, benefit or security under the Indenture, and the holders of the Bonds shall have no
rights in respect thereof except to receive payment of the redemption price thereof (including interest,
if any, accrued to the redemption date), without interest accrued on any funds held to pay such
redemption price.

Failure to mail notice of redemption to any registered owner Of the Bonds or any defect
therein in respect of any Bond will not affect the validity of the redemption of any other Bonds and will
not extend the period for making elections or in any way change the rights of the holders of the Bonds
to elect to have their Bonds purchased as provided n the Indenture. Failure to give notice of
redemption to any one or more of the information Services or Secur ties Depositories or the
insufficiency of any of any such notices will not affect the sufficiency of the proceedings for
redemption.

If, thirty days after any redemption date, any Bonds called for redemption have not been
presented to the Trustee for payment, the Trustee will no later than sixty days following such
redemption date send notice by first-class mail to the holder of each Bond not so presented.

Transfer and Exchange

Bonds may be transferred or exchanged for other Bonds in Authorized Denominations
at the Principal Office of the Registrar. Exchanges and transfers shall be made without charge to the
holders, except for any applicable tax, fee or other governmental charge. The Registrar is not required
to effect any transfer or exchange of any Bonds during the seven business days preceding the mailing
of any notice of redemption or of any Bonds called for redemption.

4

Book-Entry Only System

DTC is a limited-purpose trust company organized under the New York Banking Law,
a "banking organization" within the meaning of the New York Banking Law, a member of the Federal
Reserve System, a "clearing corporation" within the meaning of the New York Uniform Commercial
Code and a "clearing agency" registered pursuant to the provisions of Section 17A of the Securities
Exchange Act of 1934. DTC holds securities that its participants (the "Participants"l deposit with DTC.
DTC also facilitates the settlement among Participants of securities transactions, such as transfers and
pledges. in deposited securities through electronic computerized book-entry changes in Participants'
accounts, thereby eliminating the need for physical movement of securities certificates. Direct
Participants (the "Direct Participants"l include securities brokers and dealers, banks, trust companies,
clearing corporations and certain other organizations. DTC is owned by a number of its Direct
Participants and by the New York Stock Exchange, inc., the American Stock Exchange, Inc., and the
National Association of Securities Dealers, Inc. Access to the DTC system is also available to others
such as securities brokers and dellers, banks and trust companies that clear through or maintain a
custodial relationship with a Direct Participant, either directly or indirectly (the "Indirect Partieipants").
The Rules applicable to DTC and its Participants are on file with the Securities and Exchange
Commission.

. Purchases of Bonds under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Bonds on DTC's records. The ownership interest of
each actual purchaser of each Bond (the "Beneficial Owner") is in turn to.be recorded on the Direct and
indirect Participants' records. Beneficial Owners will not receive written confirmation from DTC of their
purchase, but Beneficial Owners are expected to receive written confirmations providing details of the
transaction, as well as periodic statements of their holdings. from the Direct or Indirect Participant
through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in
the Bonds are to be accomplished by entries made on the books of Partlclpants acting on behalf of
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Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership interests
in Bonds, except in the event that use of the book~entry system for the Bonds is discontinued .

To facilitate subsequent transfers, all Bonds deposited by Participants with DTC are
registered in the name of DTC's partnership nominee, Cede 8: Co. The deposit of Bonds with DTC and
their registration in the name of Cede & Co. effect no change in beneficial ownership. DTC has no
knowledge of the actual Beneficial Owners of the Bonds; DTC's records reflect only the identity of the
Direct Participants to whose accounts such Bonds are credited, which may or may not be the Beneficial
Owners. The Participants remain responsible for keeping account of their holdings on behalf of their
customers.

Conveyance of notices and other communications by DTC to Direct Participants, by
Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to
Beneficial Owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time.

Redemption notices shall be sent to Cede & Co. if less than all the Bonds within an
issue are being redeemed, DTC's practice is to determine by lot the amount of the interest of each
Direct Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. will consent or vote with respect to the Bonds. Under its
usual procedures, DTC mails an Omnibus Proxy to the issuer as soon as possible after the record date.
The Omnibus Proxy assigns Cede & Co.'s consenting or voting rights to those Direct Participants to
whose accounts the Bonds.are credited on the record date (identified in a listing attached to the
Omnibus Proxvl.

Principal and interest payments on the Bonds will be made to DTC. DTC's practice is
to credit Direct Participants' accounts on the payable date in accordance with their respective holdings
shown on DTC's records unless DTC has reason to believe that it will not receive payment on the
payable d ~te. Payments by Participle its to Beneficial Owners will be governed by standing instructions
and customary practices, as is the case with securities held for the accounts of customers in bearer
form or registered in "Street name," and will be the responsibility of such Participant and not of DTC,
the Trustee or the Issuer, subject to any statutory or regulatory requirements as may been effect from
time to time. Payment of principal and interest to DTC is the responsibility of the Issuers Or the
Trustee, disbursement of such payments to Direct Participants is the responsibility of DTC and
disbursement of such payments to the Beneficial Owners is the responsibility of Direct and Indirect
Participants. Beneficial Owners of the Bonds will have no lien or security interest in any rebate or
refund paid by DTC to the Paying Agent which arises from the payment by the Paying Agent of
principal of or interest on the Bonds to DTC.

Notwithstanding anything to the contrary in the foregoing paragraphs, the Tender Agent
shall accept any notice of tender from any Beneficial Owner of any Bond held in book-entry form, but
shall make payment of the purchase price thereof only to the registered owner of such Bond.

\

DTC may discontinue providing its services as securities depository with respect to the
Bonds at any time by giving reasonable notice to the Issuer or the Trustee. in such event or if the
Company determines'to discontinue the services of DTC, certificates for the Bonds will be delivered as
described in the Indenture unless a successor securities depository is appointed by the Issuer (with the
consent or at the direction of the Company).

THE ISSUER, THE COMPANY AND THE TRUSTEE CANNOT AND no NOT GIVE ANY
ASSURANCES, AND NONE oF THEM HAVE ANY RESPONSIBILITY OR OBLIGATIDNS To DIRECT
PARTICIPANTS, INDIRECT PARTICIPANTS OR ANY BENEFICIAL OWNER. WITH RESPECTTO. AMONG
OTHER THINGS, (II THE ACCURACY OF ANY RECORDS MAINTAINED BY DTC OR ANY DIRECT OH .
INDIRECT PARTICIPAnTs Ill) THE PAYMENT av DTC OR ANY DIRECT OR INDIRECT PARTICIPANT oF
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ANY AMOUNT WITH RESPECT To THE PRINCIPAL OF, OR PREMIUM, IF ANY. OR INTEREST ON, THE
Bonus: (III) THE DISTRIBUTION OF ANY REDEMPTION OR OTHER NOTICES SENT To DTC OR
CEDE & co. (INCLUDING THE TIMELINESS oF SUCH DISTRIBUTIONII OR (M ANY CONSENT GIVEN
OR OTHER ACTION TAKEN BY DTC DR CEDE & co. As BONDHOLDER.

The information in this section concerning DTC and DTC's book-entry system has been
obtained from sources that the Company believes to be reliable, but neither the Issuer nor the Company
nor the Underwriter take any responsibility for the accuracy thereof.

The Letter of Credit

The Letter of Credit is an irrevocable obligation of the Credit Provider to pay to the
Trustee upon request, (i) in order to pay interest on the Bonds as such interest becomes due, an
amount not exceeding the interest on the Bonds for up to sixty-two days computed at the rate of 1 2%
per annum, and (ii) in order to pay principal on the Bonds as such principal becomes due, an amount
not exceeding the principal amount of the Bonds. The Letter of Credit will terminate on the earliest of
(i) the stated expiration date of the Letter of Credit (as described below), (ii) the date the Credit Provider
is notified of the substitution of an Alternate Credit Facility (as described below). (iii) the date notified
to the Credit Provider by the Trustee as the date on which there is no longer any Bond outstanding,
(iV) the Credit Provider honoring a draft upon the maturity, acceleration, redemption, or purchase due
to mandatory tender under the circumstances described in subparagraphs (cl, ld) and (el of the first
paragraph under the heading "-Mandatory Tender for Purchase" above, of all of the Bonds and at the
close of business on the effective date of any such mandatory tender; or M the Credit Provider
honoring a draft upon purchase due to mandatory tender upon a change in Rate Period of the Bonds
to a Term Rate Period or a Flexible Rate Period and at the close of business on the effective date of a
ch~ age in Rate Period of the Bonds to a Term Rate Period or a Flexible Rate Period. The stated
expiration date of the Letter of Credit is October 12,
result in a mandatory tender of the Bonds unless certain conditions are satisfied. See -Mandatory
Tender for Purchase."

1997. The termination of the Letter of Credit may

date of such drawing a notice that the Credit Provider has not been reimbursed, the Trustee's rag r te
draw under the Letter of Credit will beautommically reinstated by the amount of such drawing. i t
respect to a drawing by the Trustee to pay the purchase price of the Bonds tendered for purchase,
except In the case of a mandatory tender of the Bonds under certain circumstances, the amount
available under the Letter of Credt for the payment of principal of and interest on .the Bonds will be
reinstated to the extent the Credit Provider is reimbursed for amounts so drawn and accrued interest
thereon.

The obligation of the Credit Provider under the Letter of Credit will be reduced to the
extent of any drawings thereunder. With respect to a drawing by the Trustee to pay interest on the
Bonds, unless the Trustee has received from the Credit Provider within seven calendar days from the

` t

Notice from the Credit Provider to the Trustee of the failure by the Company to
reimburse the Credit Provider pursuant to the terms of the Reimbursement A~ ~reement within seven
days of a drawing or notice from the Credit Provider to the Trustee of an event of default under the
Reimbursement Agreement will result in a mandatory tender of the Bonds. See ' -Mandatory Tender
for Purchase." Only the Trustee is entitled to make a drawing under the Letter of Credit.

Substitution of Credit Facility

As provided in the Indenture, the Company may at any time terminate any Credit
Facility; provided, however, that the Company may not taminete any Credit Facility for a Bond during
any Term Rate Period or Flexible Segment with respect to such Bond. See "-The Indenture-Credit
Facility; Credit Provider Bonds." If there shall have been delivered to the Issuer and the Trustee ii) a
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substitute Credit Facility and (ii) an opinion of bond counsel to the effect that the delivery of such Credit
Facilty to the Trustee is permitted under the Act and the Agreement and comdres with the terms of
the Agreement and the Indenture and that the delivery of such Credit Facility wit not adversely affect
the Tax-Exempt status of interest on the Bonds, then the Trustee shall accept such Credit Facility. In
the event that the Company elects to terminate a Credit Facility or to provide a substitute Credit
Facility, the Bonds are subject to mandatory tender unless the Trustee shall h ~ve received confirmation
(which need not be in writing) from each Rating Agency then rating such Bonds at least twenty days
prior to such termination or substitution that such R~ ~ting Agency's then current rating on such Bonds
will not be lowered or withdrawn as a result of such termination or provision. Subject to the
qualifications stated above, the Company is not required to maintain a Credit Facility in support of the
Bonds.

THE AGREEMENT

General

The Issuer will enter into the Agreement with the Company, pursuant to which the
Issuer will lend to the Company the proceeds from the issuance and sale of the Bonds in order to
finance the Project. The Agreement will provide that all right, tide and interest of the Issuer in and to
the Agreement (except for the right to receive payment of certain fees and expenses, certain notices
and certain rights of indemnification and the right to give approvals or consents pursuant to the
Agreement) will be assigned to the Trustee, as security for the benefit of the holders of Bonds.

Amendment of Description of the Project

In the event that the Company desires to amend or supplement the description of the
Project and the Issuer approves of such amendment or supplement, the Issuer will enter into, and will
instruct the Trustee to consent to, such amendment or supplement upon receipt of:

ii) a certificate of the Company describing in detail the proposed changes and'
stating that they will not have the effect of disqualifying any component of the Project as a
facility that may be financed pursuant to the Act;

(ii) a copy of the proposed form of amended or supplemented Project description;
and

(iii) an opinion of bond counsel to the effect that such proposed changes will not
adversely affect the Tax-Exempt status of interest on the Bonds.

.I
Repayment Installments

The Company has agreed under the Agreement to make repayment installments
("Repayment lnstaIlments") in amounts sufficient to pay the principal of, premium, if any, and interest
on the Bonds when due; provided, however, that the Company's obligation to make such payments
will be deemed satisfied and discharged to the extent of the corresponding payment made by any Credit
Provider under a Credit Facility.

The Company has the option and in certain circumstances the obligation to prepay all
or a portion of the,Repayment installments upon the happening of certain events as described under
"The Bonds-Redemption of Bonds" and "The Indenture-Acceleration." To the extent mandatory
redemption of the Bonds is required as described under "The Bonds-Redemption of Bonds-Mandatory
Redemption," the Company must make the required prepayment la) within 180 days of any
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Determination of Taxabiiity giving rise to such prepayment, (b) immediately in the case of any
acceleration of payments following an event of default under the Agreement and (cl immediately upon
receipt of notice from the Trustee of any acceleration of the maturity of any Bonds pursuant to the
Indenture. In the event the Company elects or is required to make a prepayment and ~r the Agreement,
the Company must give written notice to the Issuer and the Trustee of such prepayment; Notice of
mandatory redemption of Bonds shall be given by the Trustee as provided in the Indenture.

The Company's obligations to make payments required by the Agreement and to
perform and observe the other agreements on its part cont~ ~ined in the Agreement are absolute and
unconditional. Until such time as the principal of and premium, if any, and interest on all of the Bonds
shall have been fully paid lot provision for the payment thereof shall have been made as required by
the Indentures, the Company shall perform and observe all of its agreements contained in the
Agreement and will not terminate the Agreement, except as otherwise provided therein.

Special Covenants of the Company

Special covenants of the Company under the Agreement include the following:

Maintenance of Corporate Existence. The Company agrees that during the term of the
Agreement it will maintain its corporate existence in good standing and will not dissolve or otherwise
dispose of all or substantially all of its assets and will not consolidate with or merge into another person
or permit one or more other persons to consolidate or merge into it; provided that the Company may
consolidate with or merge into another person, or permit one or more other persons to consolidate with
or merge into it, or sell or otherwise transfer to another person all or substantially all of its assets and
thereafter dissolve, provided that (1 l either (al the Company is the surviving person or lb) the surviving r
resulting or transferee person, as the case may be, (it assumes and agrees in writing to pay and perform
all of the obligations of the Company under the Agreement and (ii) qualifies to do business in the State
of Arizona; and (2) the Company delivers to the Trustee an opinion of bond counsel to the effect that
such consolidation. merger or transfer and dissolution does not in and of itself adversely affect the Tax-
Exempt status of interest on the Bonds.

Assiqnments. The rights and obligations of the Company under the Agreement may be
assigned by the Company, with the written consent of the Issuer, in whole or in part, provided that,
~ny assignment other than an assignment described above Under 'Maintenance of Corporate
Existence," will be subject to the following conditions: (it no such assignment shall relieve the
Company from primary liability for any of its obligations under the Agreement, and the Company shall
continue to remain primarily liable for the payments specified in the Agreement and for the performance
of its other obligations thereunder, (iii the Company shall retain such rights and interests as will permit
it to perform its obligations under the Agreement, and any assignee from the Company shall assume
the obligations of the Company to the extent of the interest assigned and liiil the issuer and the Trustee
shall be furnished a true and complete copy of such assignment together with an instrument of
assumption and an opinion of bond counsel that such assignment will not, in and of itself, adversely
affect the Tax-Exempt status of interest on the Bonds.

Maintenance and Repair. The Company agrees that, to the extent within its control,
as long as it owns or operates the Project. it will maintain the Project, or cause the Project to be
maintained, in as reasonably safe condition as its operations shall permit and in good repair and in good
operating condition, ordinary wear and tear excepted, making from time to time all necessary repairs
thereto and renewals and replacements thereof; provided, however, that the Company will have no
obligation to maintain, preserve, keep, repair, replace or renew any item or portion of the Project la) the
maintenance, preservation, keeping, repair, replacement or renewal of which becomes uneconomic
because of damage or destruction or obsolescence (including economic obsolescence) or change in
governmental standards and regulations, or the termination of tlle operation of the generating facilities
to which the portion of the Project is an adjunct, and (bl with respect to which the Company has
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furnished to the Issuer and the Trustee a certificate executed by an authorized Company representative
that the maintenance, preservation, keeping, repair, replacement orrenewal of such portion of such
Project is being discontinued for one of the foregoing reasons, which shall be stated therein.

The Company shall have the privilege at its own expense of remodeling the Projeet or
making substitutions, modifications and improvements to the Project from time to time as it, in its
discretion, may deem to be desirable for its uses and purposes, which remodeling, substitutions,
modifications and improvements shall be included under the terms of the Agreement as part of the
Project.

Tax Covenants

Under the Agreement, each of the Issuer and the Company covenants and agrees that
it will not directly or indirectly use or permit the use of any proceeds of the Bonds or other funds, or
take or omit to take any action that will cause the Bonds to be "arbitrage bonds" within the meaning
of Section 148 of the 1986 Code. The Issuer certifies and represents that it has not taken, and the
Issuer covenants and agrees that it will not take, and the Company certifies and represents that it has
not taken or, to the extent within its control, permitted to be taken, and the Company covenants and
agrees that Ir will not take or, to the extent within its control, permit to be taken, any action which
results in interest paid on the Bonds being included in gross income of the holders thereof for federal
income tax purposes pursuant to Section 103 of the 1954 Code and Title XIII of the Tax Reform Act
of 1 986 and other applicable regulations thereunder (except for any Bond during any period while such
Bond is held by a "substantial user" of the Project or a "related person" within the meaning of
Section 103(b)l13) of the 1954 Code). None of the covenants and agreements contained in the
Agreement will require either the Company or the Issuer to enter an appearance or intervene in any
administrative, legislative or judicial proceeding in connection with any changes in laws, rules or
regulations or in connection with any decisions of any court or administrative agency or other
governmental body affecting the taxation of interest on the Bonds.

Events of Default

Any one of the fol lowing events wil l  consti tute an event of default under the
Agreement :

(a) failure by the Company to pay principal (whether at maturity or upon
redemption or acceleration), premium, of any, or interest on the Bonds or the purchase
price of Bonds tendered for purchase, in each case when due;

lb) failure of the Company to observe and perform any covenant. condition or
agreement on its part required to be observed or performed by the Agreement (other
than a failure resulting in an event of default referred to in (al above) which continues
for a period of sixty days after written notice, which notice shall specify such failure
and request that it be remedied, given to the Company by the Issuer or the Trustee,
unless the Issuer and the Trustee shall agree in writing to an extension of such time;
provided, however, that if the failure stated in the notice cannot be corrected within
such period, the Issuer and the Trustee will not unreasonably withhold their consent to
an extension of such time if corrective action is instituted within such period and
diligently pursued until the default is corrected; or

(c) certain specified events of bankruptcy or insolvency of the Company.
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The Company shall not be deemed n default under clause (b) above If end so long as the Company is
unable to carry out its agreement under the Agreement by reason of certain causes or events not
reasonably within the control of the Company, as specified in the Agreement.

Remedies on Default

Whenever any event of default under the Agreement shall have occurred and shall
continue,

(a) The Trustee may, and upon the written request of the holders of not less than 25%
in aggregate principal amount of the Bonds outstanding, shall, by notice in writing delivered to
the Company with copies of such notice being sent to the Issuer and the Credit Provider,
declare the unpaid balance -of the Repayment installments attributable to the Bonds and the
interest accrued thereon to be immediately due and payable, and such interest and principal
shall thereupon become immediately due and payable; provided, however, that the Trustee shall
not accelerate the unpaid balance of the Repayment Installments attributable to any Bonds
secured by a Credit Facility without the prior written consent of the Credit Provider. Upon any
such acceleration, the Bonds shall be subject to mandatory redemption as provided in the
Indenture.

(b) The Trustee may have access to and May inspect, examine and make copies of the
books and records and any and all accounts, data and federal income tax and other tax returns
of the Company.

(c) The Issuer or the Trustee may take whatever action at law or in equity as may be
necessary or desirable to collect the payments and other amounts then due and thereafter to
become due or to enforce performance and observance of any obligation, agreement or
covenant of the Company under the Agreement.

The provisions of clause la) of the preceding paragraph are subject to the condition that
if, at any time after the unpaid balance of the Repayment installments shall have been declared due and
p~ table, and before any judgment or decree for the payment of the moneys due shall have been
obtained or entered, there shall have been deposited with the Trustee a sum sufficient to pay.all the
principal of the Bonds matured prior to such declaration and all matured installments of interest (if aryl
upon all such Bonds, with interest on such overdue installments of principal as provided herein, and the
reasonable expenses of the Trustee, and any and all other defaults actually known to the Trustee (other
than in the payment of principal of and interest on such Bonds due and payable solely by reason of
such declaration) shall have been made good or cured to the satisfaction of the Trustee or provision
deemed by the Trustee to be adequate shall have been made therefor, then the holders of at least a
majority in principal amount of the Bonds then outstanding by written notice to the Issuer and to the
Trustee accompanied by the written consent of the Credit Provider with respect to the Bonds, may, on
behalf of the holders of all the Bonds, rescind and annul such declaration and its consequences and
waive such default. No such decision and annulment will extend to or affect any subsequent default
or impair or exhaust any right or power consequent thereon.

Fees, Expenses and Indemnification

The Company has agreed to pay certain expenses in connection with the issuance of
the Bonds and the transactions described herein. The Company will indemnify the Issuer and the
Trustee against certain costs and charges, including the reasonable fees of attorneys incurred in good
faith or arising out of or in connection with any collection or enforcement action under the Agreement.
The Company will also indemnify and hold harmless the Issuer and the Trustee against certain liabilities
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arising out of or connected with the Project, the issuance of the Bonds or the performance of the
Indenture.

Assignment

Pursuant to the Indenture, the Issuer will assign to the Trustee its rights under and
interests in. but not its obligations under, the Agreement, other than its rights to recdve its fees and
expenses and its rights to ndemnfication as described above, and certain rights to receive notices and
to provide consents under the Agreement.

Amendments

Except under certain limited circumstaNces set forth in the Agreement and the Indenture,
the Agreement may not be amended without the prior written consent of the Trustee and the Credit
Provider. See "The Indenture-Amendments."

THE INDENTURE

Bond Fund; Credit Facility Account

The Bond Fund, into which the Revenues derived under the Agreement and certain other
amounts specified in the Indenture (including all amounts received by the Trustee pursuant to any Credit
Facility except amounts to be used to pay the purchase price of tendered Bonds) will be deposited, will
be maintained with the Trustee. While any Bonds are outstanding and except as otherwise provided
in the Indenture, moneys in the Bond Fund will be used for the payment of the principal of and
premium, if any, and interest on, the Bonds as the same shall become due, whether at maturity, upon
redemption or acceleration or otherwise.

Within the Bond Fund, the Trustee shall establish and maintain a Credit Facility Account.
Except to the extent such proceeds are used to pay the purchase price of Bonds tendered, proceeds
of drawings under any Credit Facility provided with respect to the Bonds shall be deposited in the Credit
Facility Account.

In making payments of principal of, premium; if any, .and interest on the Bonds, except
as otherwise provided below in the second paragraph under "Credit Facility; Credit Provider Bonds,"
the Trustee shall la) first use any Available Amounts held in the Bond Fund, other than amounts held
in the Credit Facility Account, (bl then use amounts held in the Credit Facility Account, and ac) then
use any other Revenues (as defined in the Indenture) received by the Trustee.

Project Fund

The proceeds from the sale of the Bonds will be deposited in the Project Fund which
will be established by the Trustee. Funds on deposit in the Project Fund will be applied to the payment
of the cost of the Project, including certain costs of issuance and interest accruing on the Bonds during
the Construction Period (as such term is defined in'the Indenture).

Investment of Funds

Except as Provided in the Agreement and the Indenture. any moneys held in any fund
or account established pursuant to the Indenture, including the Bond Fund, shall be invested by the
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Trustee, upon written direction of the Company, in any securities or other evidences of indebtedness
or demand deposits to the extent such investments are permitted under the laws of Arizona.

Credit Facility; Credit Provider Bonds

The Trustee will accept the Letter of Credit as the initial Credit Facility with respect to
the Bonds. See "The Bonds-The Letter of Credit." The Company has the right at any time to
terminate any Credit Facility and to provide a substitute Credit Facility; provided, that no such
termination or substitution may be made with respect to any Bond during any Term Rate Period or
Flexible Segment with respect to such Bond.

In the case of a Credit Facility in the form of a letter of credit, notwithstanding any other
provision of the Indenture, the Trustee shall draw on such Credit Facility subject to and in accordance
with its terms, in order to receive payment thereunder not later than the~time payment is due on the
Bonds on the following dates in the following amounts:

(i) On each Interest Payment Date, in an amount which will be sufficient to pay all
interest due and payable on the outstanding Bonds on such Interest Payment Date;

(ii) On any date fixed for payment, defeasance (if a defeasance drawing is allowed
under the Credit Facility) or redemption of the Bonds in part, in an amount which, together with
amounts drawn pursuant to clause ll) above, will be sufficient to pay the amount due on such
Bonds, including accrued interest; 1

(iii) Qn the date fixed for payment of the Bonds in connection with any declaration of
the acceleration of the maturity of the Bonds following an event of default under the Indenture,
in.an amount which will be sufficient to pay all principal and interest due on such Bonds as a
result of such declaration on the date fixed for such payment;

(iv) On each Purchase Date, in an amount sufficient to pay the purchase price of any
Bonds tendered or deemed tendered pursuant to the Indenture and for which such purchase
price has not been received upon the remarkeding of such Bonds, provided, however, that in
the event of a mandatory tender occurring due to the failure to reimburse the Credit Provlder
for a drawing, upon receipt from the Credit Provider of the Notice of Non-Reinstatement, the
Trustee shall as soon as possible draw on the Credit Facility in an amount sufficient to pay the
principal amount of all outstanding Bonds, together with interest to accrue thereon, calculated
at 12%, to but excluding the Purchase Date; and

(v) On the final maturity, defeasance (if a defeasance drawing is allowed under the
Credit Facility) or redemption date of the Bonds in an amount which, together with amounts
drawn pursuant to clause (it above, will be sufficient to pay the principal, premium (if a drawing
is permitted for premium under such Credit Facility). if any, and interest due on dl outstanding
Bonds on such final maturity, defeasance or redemption date.

Any Bonds purchased with a drawing under a Credit Facility pursuant to clause (iv)
above either (i) shall be registered in the name of or as otherwise directed by the Credit Provider and
delivered to or upon the order of such Credit Provider or (ii) shall be held by the Tender Agent or such
other person as m ~v be designated by the Credit Provider in the name and on behalf of the Company
or as otherwise provided by such Credit Provider and pledged to such Credit Provider, in each case in
accordance with the terms of the Reimbursement Agreement; provided, that if such Bonds are then
registered in the name of DTC or its Nominee, the Trustee shall immediately upon making any draw on
a Credit Facility pursuant to Clause (iv) above notify the Tender Agent. Upon receipt of such notice,
the Tender Agent shall direct DTC to cause any Bonds purchased with the proceeds of such draw to
be transferred to such account at DTC as may be directed by the Credit Provider, and such Bonds shall
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be held in the name of or for the account of the Credit Provider or as may be directed by such Credit
Provider (such Bonds, "Credit Provider Bonds").

Events of Default

The Indenture defines the occurrence of any of the following events to be an event of
default with respect to the Bonds:

, (a) failure to make payment of any installment of interest on any Bond when
such installment shall have become due and payable;

(b) failure to make due and punctual payment of the principal of or premium,
if any, on any Bond at the stated maturity thereof, or when such Bond has become due
and payable upon proceedings for redemption thereof, or upon the maturity thereof by
declaration of acceleration or failure to make any payment necessary to purchase Bonds
tendered for purchase in accordance with the Indenture; or

(c) default by the Issuer in the performance or observance of any other of the
covenants, agreements or conditions on its part contained in the Indenture or in any
Sond and the continuance of such default for a period of to days after written notice
thereof shall have been given to the Issuer, the Company and the Credit Provider by the
Trustee, or to the Issuer, the Company, the Credit Provider and the Trustee by the
holders of not less than 25% in aggregate principal amount of the Bonds at the time
outstanding; provided that if the Issuer, the Company or the Credit Provider diligently
pursues the correction of any such failure which cannot be corrected within 60 days,
such failure will not constitute an event of default under the Indenture..

Acceleration

Upon the occurrence and continuation of an event of default under the Indenture, the
Trustee may, and upon the written request of the holders of not less than 25% in aggregate principal
amount of the Bonds then outstanding shall, by notice in writing delivered to the Company and the
Credit Provider, declare the principal of all Bonds then outstanding and the interest accrued thereon
immediately due and payable, and such principal and interest shall thereupon become and be
immediately due and payable; provided, however, that, with respect to Bonds secured by a Credit
Facility, the Trustee shall not accelerate the maturity of the Bonds without the prior consent of the
Credit Provider. The Indenture provides, however, that the Trustee is not required to take any action
upon the occurrence and continuation of an Event of Default under (cl above until the Trustee has
actual notice or knowledge of such Event of Default. After such declaration of acceleration, the Trustee
shall immediately take such actions as are necessary to realize moneys under the Credit Facility and
shall declare all Repayment installments payable under the Agreement to be immediately due and
payable in accordance with the terms thereof. Such provisions for acceleration are, however, subject
to the condition that of, at any time after the principal of any Bonds shall have been declared due and
payable, and before any judgment or decree for the payment of moneys due shall have been obtained
or entered, there shall have been deposited with the Trustee a sum sufficient to pay all of the principal
of such Bonds matured prior to such declaration and all matured installments of interest (if any) on such
Bonds, with interest on such overdue installments of principal as provided in the Agreement and the
reasonable expenses of the Trustee, and all other defaults known to the Trustee (other than in the
payment of principal of and interest on such Bonds due and payable solely. by reason of such
declaration) under the Indenture are cured to the satisfaction of the Trustee or provision deemed by the
Trustee to be adequate shall have been made therefor, then the holders of a majority in aggre~~ate
principal amount of the Bonds then outstanding by written notice to the issuer and the Trustee
accompanied by the written consent of the Credit Provider with respect to Bonds secured by a Credit

. 2 5 -

Page 449 of 509



Facility may annul such declaration and its consequences; provided, however, that with respect to
Bonds secured by a Credit Facility, such Credit Facility shall remain in full force and effect on and after
such waiver.

Other Remedies

In addition, upon the occurrence and continuation of an event of default under the
Indenture, the Trustee may, and upon the written request of the holders of a majority in aggregate
principal amount of the Bonds then outstanding and receipt of indemnity to its satisfaction will, pursue
any available remedy at law or in equity by suit, action or special proceeding to enforce its rights or the
rights of the holders of the Bonds under the Act or the Indenture.

No holder of any Bond shall have the right to institute any suit, action or proceeding in
equity or at law for the enforcement of any remedy unless such holder has given notice to the Trustee
of the occurrence of an event of default under the Indenture, the holders of at least a majority in
a~ gregate principal amount of Bonds then outstanding shall have made written request to the Trustee
to so act, such holders shall have tendered to the Trustee reasonable indemnity against costs. expenses
and liabilities, and the Trustee shall have failed to so act within thirty days after receipt of such written
request and tender of indemnity. Nothing contained in the indenture shall, however, without the
consent of the holder of such Bond, affect or impair the right of the holder of any Bond to enforce the
payment of the principal of and premium, if any, and interest on such Bond out of Revenues on and
after the respective due dates expressed in such Bond.

Amendments

Without the consent of or notice to any of the holders of the Bonds, but with the
consent of the Credit Provider, the Issuer and the Trustee may execute supplemental indentures, and
the Trustee may, without the consent of any holders of the Bonds, consent to any waiver, amendment
or modification ("Amendment") to the Agreement or any Credit Facility l"Document") in each case for
any one or more of the following purposes: la) to add to the covenants or agreements of the Issuer
contained in the Indenture, or of the Company or any Credit Provider contained in any Document, other
covenants and agreements thereafter to be observed, or to assign or pledge additional security.for the
Bonds, or to surrender any right or power reserved to or conferred upon the Issuer or the Company in
such Document, provided that no such change shell materially adversely affect the interests of the
holders of the Bonds, (b) to make such provision for the curing of any ambiguity, inconsistency, defect
or omission in the Indenture or any Document or in regard to matters or questions arising thereunder
as the Issuer may deem necessary or desirable and not inconsistent with the Indenture and which shall
not materially adversely affect the interest of the holders of the Bonds, (cl to permit the qualification
of the Indenture under the Trust Indenture Act of 1939 or any other similar federal statute and, if they
so determine, to add to the Indenture or any indenture supplemental thereto any other terms, conditions
and provisions as may be permitted by such Trust indenture Act of 1839 or similar federal statute and
which shall not adversely affect the interest of the holders of the Bonds, (dl to provide for any
additional procedures, covenants or ~greements necessary to maintain the Tax-Exempt status of
interest on the Bonds, (el to modify or eliminate the bookentry registration system for the Bonds, If) to
provide for the procedures required to permit any holder of a Bond to separate the right to receive
interest on the Bonds from the right to receive principal thereof and to sell or dispose of such rights,
as contemplated by Section 1286 of the 1.988 Code, lg) to provide for the appointment of a co-trustee
or the succession of a new Trustee, Registrar or Paying Agent, (h) to change the. description of the
Project in the Agreement in accordance with the provisions thereof and of the Tax Certificate; Ii) to
provide for a Credit Facility; Iii in connection with any other change which, in the judgment of the
Trustee, will not adversely affect the security for the Bonds or the Tax-Exempt status of interest
thereon or otherwise materially adversely affect the holders of the Bonds; or Ik) to modify, alter, amend
or supplement the Indenture or any Document in any other respem if the effective date of such
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supplemental indenture or Amendment is a date on which all Bonds affected thereby are subject to
mandatory tender for purchase or if notice of the proposed supplemental indenture or Amendment is
given to holders of the Bonds at least thirty days before the effective date thereof and, on or before
such effective date, such holders of Bonds have the right to demand purchase of their Bonds pursuant
to the indenture.

Any other modification or amendment of the Indenture or the Agreement may be. made
only with the consent of the holders of a majority in a~ ~gregate principal amount of the Bonds at the
time outstanding and the Credit Provider. No such modification or amendment shall be made which
will havethe effect of extending the time for payment or reducing any amount due and payable by the
Company pursuant to the Agreement without the consent of all the holders of the Bonds, and no such
supplemental indenture shall (1) extend the fixed maturity of any Bond or reduce the rate of interest
thereon or extend the time of payment of interest, or reduce the amount of the principal thereof, or
reduce any premium payable on the redemption thereof, without the consent of the holder of each Bond
so affected, or (2) reduce the aforesaid percentage of holders of Bonds whose consent is required for
the execution of such supplemental indentures or permit the creation of any lien on the Revenues prior
to or on a parity with the lien of the Indenture, except as permitted by the indenture. or permit the
creation of any preference of any holder of a Bond over any other holder of a Bond or deprive the
holders of the Bonds of the lien created by the Indenture upon the Revenues or the pledge of any Credit
Facility, without the consent of the holders of all the Bonds then outstanding.

The Trustee shall not execute any indenture supplemental to, or amendatory of, the
Indenture or consent to any amendment to any Document unless the Trustee shall have received the
prior written consent of the Company.

Defeasance

If at any time the entire indebtedness or obligation on all outstanding Bonds shall have
been paid (Dr shall be deemed to have been paid) and if all other sums payable under the Indenture by
the issuer shall be paid and discharged, and upon the occurrence of certain other conditions, the
Indenture shall terminate, and the Trustee shall acknowledge its satisfaction and discharge.

. , Upon the deposit with the Trustee, in trust, at or before maturity, of money or securities
in the necessary amount to pay or redeem outstanding Bonds, whether upon or prior to their maturity
or the redemption date of Such Bonds (provided that, if such Bonds are to be redeemed prior to the
maturity thereof, notice of such redemption shall have been given or provision satisfactory to the
Trustee shall have been made for giving such notice), all liability of the Issuer and the Company in
respect of such Bonds shall cease, terminate and be completely discharged, except that the Issuer and
Company will remain liable for such payment but only from, and the holders of the Bonds will thereafter
be entitled only to payment (without interest accrued thereon after such redemption date or maturity
date) out of, the money deposited with the Trustee as aforesaid for their payment.

Concerning the Trustee

The Issuer, in the absence of an event of default under the Indenture, at the direction
of the Company, or the holders of a majority in aggregate principal amount of the Bonds at the time
outstanding may, at any time, remove the Trustee and appoint a successor Trustee. Under the
indenture, the Trustee must be a corporation or banking association organized and doing business under
the laws of the United States of America or a state thereof, authorized under such laws to exercise
corporate trust powers. have a combined capital and surplus of at least $50,000,000 and be subject
to supervision and examination by federal or state authorities. The Trustee may at any time resign by
giving written notice to the Issuer, the Company and the Credit Provider and by giving to the holders
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of the Bonds notice either by publication of such resignation, which notice shall be published at least
once in a qualified newspaper, or by mailing notice by first class mail to such holders of the Bonds.

THE REIMBURSEMENT AGREEMENT

Reimbursement, Fees and Expenses

The Company will reimburse the Credit Provider for all amounts drawn under the Letter
of Credit, together with interest thereon. The Company also agrees to pay certain other fees and
expenses.

Events of Default

The occurrence of certain events shall be events of default under the Reimbursement
Agreement. If an event of default occurs under the Reimbursement Agreement, the Credit .Provider may
provide written notice to the Trustee of such event of default and direct the TrUstee to give notice to
the holders of the Bonds of a mandatory tender of the Bonds, The mandatory tender date will be a
date, as specified by the Trustee, not more than to days after receipt by the Trustee of the Credit
.Provider's notice described above. See "The Bonds--Mandatory Tender for Purchase." The occurrence
of an event of dafauit under the Reimbursement Agreement does not relieve the Credit Provider of its
obligations under the Letter of Credit.

Events of default under the Reimbursement Agreement include, among others: failure
by the Company to make payments under the Reimbursement Agreement when due or, in certain cases,
within the time specified in the Reimbursement Agreement; certain representations or warranties made
by the Company or its officers in or in connection with the Reimbursement Agreement prove to have
been false or misleading in any material respect when made; failure of the Company to abide by certain
negative covenants or to perform other covenants and, in certain cases, the failure is not remedied
within the time.specified in the Reimbursement Agreement; failure by the Company to make payment
on certain indebtedness or to perform certain covenants with respect to such indebtedness and the
failure is not remedied within the time permitted; certain events of bankruptcy, insolvency or
reorganization of the Company (or, under certain circumstances, certain subsidiaries of the Company),
the failure by the Company (or, under certain circumstances, certain of its subsidiaries) to make
payments on certain judgments and the failure is not remedied .within the time specified in the
Reimbursement Agreement; an event of default under the indenture shall have occurred and be
continuing; the occurrence of certain events challenging the validity or enforceabil ity of the
Reimbursement Agreement; and the occurrence of certain events relating to employee benefit plans of
the Company or its affiliates.

Covenants

The Company agrees to certain covenants under the Reimbursement Agreement. In
addition, without the prior written consent of the Credit Provider and certain other banks who may at
any time be participants in the Reimbursement Agreement, the Company (and certain of its subsidiaries)
may not, among other things: incur or allow certain liens on its properties unless certain conditions are
satisfied, or the Company grants to the Credit Provider and such banks liens on its assets as collateral
for the obligations under the Reimbursement Agreement; sell, lease or otherwise dispose of certain
assets or merge or consolidate unless certain conditions are satisfied; enter into certain prohibited
transactions or allow certain events or conditions relating to employee benefit plans; or enter into or
consent to any amendment of the Indenture or the Agreement or consent to any substitution or change
in the Trustee.
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UNDERWRITING

Sub}ect to the terms and conditions set forth in the Underwriting Agreement, Goldman,
Sachs & Co. has agreed to purchase the Bonds at a price equal to 100% of the principal amount. The
Company has agreed to pay the Underwriter an underwriting fee equal to 0.561596 of the principal
amount of the Bonds.

Under the terms and conditions of the Underwriting Agreement, the Underwriter is
committed to purchase all of the Bonds, if any are purchased.

1

The Underwriter may offer and sell the Bonds to certain dealers and others at prices
lower than the public offering price stated on the cover page hereof. After the initial public offering,
the public offering price may be changed from time to time by the Underwriter.

The Company has agreed to indemnify the Underwriter and the Issuer against certain
liabilities, including liabilities under the Federal securities laws.

The Underwriter has provided various investment banking services, including Mervin2
as commercial paper dealer under the Company's commercial paper program, to the'Company and its
affiliates from time to time, for which it has received customary compensation. in addition, the
Underwriter has provided various investment banking services to Pinnacle West Capital Corporation,
the Company's parent, from time to time, for Which it has received customary compensation.

TAX MATTERS

in the opinion of Orrick, Herrington & Sutcliffe, Bond Counsel, based on an analysis of
existing laws, regulations, rulings and court decisions, and assuming, among other matters, compliance
with certain covenants, interest on the Bonds is excluded from gross income for federal income tax
purposes, except that Bond Counsel expresses no opinion as to the status of interest on any Bond for
federal income tax purposes during any period that such Bond is held by a person who is a "substantial
user" of the facilities financed with the proceeds of the Bonds or by a "related person" within the
meaning of Section 103lbl(13) of the 1954 Code. Interest on the Bonds is a specific preference item
for purposes of the federal individual and corporate alternative minimum taxes. The Bonds and the
income therefrom are exempt from all State of Arizona taxation. A complete copy of the proposed form
of opinion of Bond Counsel concerning the Bonds is set forth as Appendix C hereto.

Title XIII of the Tax Reform Act of 1986, as amended, and Section 103 of the 1954
Code impose various restrictions, conditions and requirements relating to the exclusion from gross
income for federal income tax purposes of interest on obligations such as the Bonds. The Issuer and
the Company have covenanted to comply with certain restrictions designed to assure that interest on
the Bonds will not be included in federal gross income. Failure to comply with these covenants may
result in interest on the Bonds being included in gross income for federal income tax purposes, possibly
from the date of issuance of the Bonds. The opinion of Bond Counsel assumes compliance with .these
covenants. Bond Counsel has not undertaken to determine lot to inform any person) whether any
actions taken lot not taken) or events occurring lot not occurring) after the date of issuance of the
Bonds may adversely affect the tax status of interest on the Bonds.

The interest rate determination method and certain other requirements, agreements and
procedures contained or referred to in the Indenture, the Agreement, the Tax Certificate and other
relevant documents may be changed and certain actions (including, without limitation, defeasance of
the Bonds) may be taken under the circumstances and subject to the terms and conditions set forth in
such documents. Bond Counsel expresses no opinion as to any Bond or the interest thereon if end such
change occurs or action is taken upon the advice or approval of counsel other than themselves.
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Although Bond Counsel is of the opinion that interest on the Bonds is excluded from
gross income for federal income tax purposes and that the Bonds and the income therefrom are exempt
from all State of Arizona taxation, the ownership or disposition of, or the accrual or receipt of interest
on, the Bonds may otherwise affect the tax liability of the holder of a Bond. The nature and extent of
these Other tax consequences will depend upon the Particular tax status of the holder of the Bond or
its other items of income or deduction. Bond Counsel expresses no opinion regarding any such other
tax consequences. .

LEGAL MATTERS

Legal matters incident to the authorization, issuance, sale and delivery of the Bonds and
with regard to the tax status thereof will be subject to the approval of Orrick, Herrington & Sutcliffe,
San Francisco, California, Bond Counsel. Certain legal matters in connection with the Agreement and
the Reimbursement Agreement will be passed upon for the Company by Snell St Wilmer, One Arizona
Center, Phoenix, Arizona 85004-0001 . The validity of the Agreement will be passed upon for Goldman
Sachs by Sullivan & Cromwell, 444 South Flower Street, Los Angeles, California 90071 . in giving their
opinions, Sullivan & Cromwell and Snell & Wilmer may rely as to matters of New Mexico law upon the
opinion of Keller & McLeod, P.A., 1200 Public Service Building, Albuquerque, New Mexico 871 OF,
and Sullivan & Cromwell may rely as to all matters of Arizona law upon the opinion of Snell & Wilmer.

This Official Statement has been duly approved, executed and delivered by the Issuer.

Coconino County, Arizona
Pollution Control Corporation

By: /s/ Bruce J. Nordstrom
President
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APPENDIX A

ARIZONA PUBLIC SERVICE COMPANY

The information contained in this Appendix A has been obtained from Arizona Public
Service Company (the "Company") and no representation is made by the Issuer or the Underwriter as
to its accuracy or completeness.

AVAILABLE INFORMATION

\ The Company is subject to the informational requirements of the Securities Exchange
Act of 1934, as amended (the "1934 Act"), and in accordance therewith fi les reports, proxy
statements, and other information with the Securities and Exchange Commission (the "Commission").
Such reports, proxy statements, and other information can be obtained at prescribed rates from the
Public Reference Section of the Commission or may be inspected and copied at the public reference
facilities maintained by the CommissiOn at 450 Fifth Street, N.W., Room 1024, Washington, D.C.
20549 and at certain of its regional offices located at 500 West Madison Street, Suite 1400, Chicago,
Illinois 60661; and 7 World Trade Center, 13th Floor, New York, New York 10048. Certain securities
of the Company are listed on the New York Stock ExChange. Reports, proxy materials, and other
information concerning the Company can be inspected at the office of this exchange at 20 Broad
Street, 7th Floor. New York, New York 10005 .

INCORPORATION oF CERTAIN DOCUMENTS BY REFERENCE

The following documents previously filed with the Commission by the Company (File
No. 1-4473) are incorporated by reference in this Official Statement:

1. The Company's Form 10-K Report for the fiscal year ended December 31 , 1993 (the
"1993 10-K Report"}.

2. The Company's Form 10-Q Reports for the fiscal quarters ended March 31 and June
to, 1994 (the "June 10-o Report").

3. The Company's Form 8-K Reports, dated December 15, 1993, February pa, April
30 and May 19, 1994.

All documents filed by the Company pursuant to Sections 13(a), 13lc), 14, or 15(d) of
the 1934 Act after the filing date of the June 10-0 Report and prior to the termination of the offering
of the securities offered hereby shall be deemed to be incorporated by reference in this Official
Statement and to be a part hereof from the date of filing of such documents.

Any statement contained in a document incorporated by reference herein shall be
deemed ro be modified or superseded for purposes of this Official Statement to the extent thata
statement contained herein or in any other subsequently flied document which is also incorporated by
reference herein modifies or supersedes such statement. Any statement so modified or superseded
shall not be deemed, except as modified or superseded, to constitute a pan of this Official Statement.

The Company will provide without charge to each person, .including any beneficial
owner, to whom a copy of this Official Statement is delivered, upon the oral or written request of such
person, a copy of any or all of the documents referred to above which have been or may be
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incorporated in this official Statement by reference, other than exhibits to such documents. Request
for such copies should be directed to Arlzona Public Service Company, Office of the Secretary,
Station 9068, p.o. Box 53999, Phoenix, Arizona 85072-3999, (602) 250-3252.

THE COMPANY

The Company was incorporated in 1920 under the laws of Arizona and is principally
engaged in providing electricity in the State of Arizona. The principal executive offices of the Company
are located at 400 North Fifth Street, Phoenix, Arizona 85004 and its telephone number is (602)
250-1000.

INDEPENDENT AUDITORS

The financial statements and the related financial statement schedules incorporated in
this Official Statement by reference to the Company's 1993 Annual Report on Form 10-K have been
audited by Deloitte & Touchy LLP, independent auditors, as stated in their report, which is incorporated
herein by reference.
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SELECTED INFORMATION

The following material is qualified in its entirety by reference to the detailed information and financial
statements in the documents incorporated by reference in this Official Statement.

The Company

Business Electric utility servicing approximately 654,000 customers in an area that includes all
or part of 1 1 of Arizona's 15 counties.

Coal - 65.3%, Nuclear - 28.4%, Gas - 6.1 %; Other - 0.2%.

Generating Fuel Mix
(estimated for the
twelve months ended
June 30, 1994)

June 30,

1984(1 i

. $ 1,690,376

Financial Data thousands of dollars):

Twelve Months Ended

December 31,

1993 1992 .1991

$ 1,686,290 $ 1,669,679 s 1,515,289
- - - (53.436)

$  1 ,686,290 s 1,869,879 $ 1,481,853

s 250,385 s 246,805 s (222,649)

2.99 2.73 (3)

. $- 1,680,376
I'

¢ s 246.175

2.97

Electric Operating Revenues

Refund Obligation (2)

Net Operating Revenues .

Net Income (Loss)

Ratio of Earnings to Fixed Charges

As AdjustBd(4)

Amount

Capitalization Data (thousands of dollars):

As of
June 30.
199441)

s

Percentage

55.7%
1 .9
4.9

37.5

100.0%

2,203,323
75,000

'l93,561
1 ,4B5,244

3,957,128$

2,1 63,173 s
145,000
193,561

1,485,244

3,986,978 $

Long-Term Debt (excluding current maturities)

Redeemable Preferred Stock

Non-Redeemable Preferred Stock

Common Stock Equity .

Total Capitalization .

(1) Financial data as of and for the twelve months ended June 30, 1994 is unaudited but, in the judgment of the
Company's management, contains all necessary adjustments for a fair presentation of the financial position of the
Company on such date and the results of operations for such period.

(2) The Company- recorded a refund obligation to customers relating to and included in the write-off described in
"Regulatory Matters-Rate Case Settlement" in Note 2 of Notes to Financial Statements in Part ll, Item 8 of the
1993 10-K Report and in Note 5 of Notes toFinandal Statements in Part I, Item 1 of the June 10-Q Report.

(3) The write-off resulting from the Arizona Corporation Commission order settling the Company's rate case see
"Regulatory Matters-Rate Case Settlement" in Note 2 of Notes to Financial Statements in Part ll, Item 8 of the
1993 10-K Report) resulted in a negative coverage ratio and an earnings coverage deficiency of approximately
$317 million for the twelve months ended December 31 , 1991. Excluding the effects of the write-off, the

coverage ratio would have been 2.11 for the same period.
141 FOr the Company's (i) August 1994 purchases of approximately $24 million in aggregate principal amount of its

First Mortgage Bonds, 10 1/4% Series due 2000: (ii) redemption at maturity on September 1. 1994 of $50 million
of its $8.50 Cumulative Preferred Stock, Series T 18100 Par Valuel; (iii) incurrence on September 14, 1994 of
$31 .5 million of long-termdebt in connection with a tax exempt financing: (iv) assumed redemption on October 24,
1994 of $20 million of its $8.48 Cumulative Preferred Stock, Series S (8100 par value); and (vi assumed issuance

of $32,550,000 of the Bonds.
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APPENDIX B

BANK oF AMERICA NATIONAL TRUST AND SAVINGS ASSOCIATION

Bank of America National Trust and Savings Association ("Bank of America"l is a wholly
owned subsidiary and the principal asset of BankAmerica Corporation, a bank holding company
("BankAmerica"). As of December 31, 1993, and based on the consolidated Report of Condition of
Bank of America at such date, Bank of America and its consolidated subsidiaries had total deposits of
$1 oe.4 billion (including deposits from BankAmerica and its nonbank subsidiaries of $2.0 billion), total
assets of $136.7 billion and capital and surplus of $1 1 .7 billion.

Bank of Americawill provide without charge to any person to whom .this Official
Statement is delivered, upon request, a copy of any or all of the following reports:

(i) BankAmerica's 1 993 Form 10-K and BankAmerica's Form 10-O and Quarterly Analytical
Review for each subsequent quarter for which such a report has been filed with the Securities and
Exchange Commission,

(ii) each of BankAmerica's Form 8-K Current Reports filed with the Securities and Exchange
Commission subsequent to the filing of BankAmerica's 1993 Form 10-K;

(iii)` the publicly-available portions of the Consolidated Reports of Income of Bank of Ameriea
for the years ended December 31 , 1992 and 1993 and for each subsequent quarter for which such a
report has been prepared, in each case so submitted to the Comptroller of the Currency; and

(iv) the publicly-available portions of the Consolidated Reports of Condition of Bank of
America at December 31 , 1992 and 1993 and at the end of each subsequent quarter for which such
a report has been prepared, in each case as submitted to the Comptroller of the Currency.

Requests to Bank of America for such documents should be directed by telephone to
Kara Hanks at (415) 624-0445 or by mail to Bank of America NT&SA, External Reporting Department
#3703, P.O. Box 37000, San Francisco, CA 94137.

The information contained in this Appendix relates to and has been obtained from Bank
of America. No assurance can be given by the Issuer, the Company or Goldman Sachs as to its
accuracy or completeness. The delivery of the Official Statement or this Appendix shall not create any
implication that there has been no change in the aft ~irs of Bank of America since the date hereof, or
that the information contained or referred to in this Appendix is correct as of any time subsequent to
its date.

|
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APPENDIX C

October 1994

Coconino County, Arizona
Pollution Control Corporation

Flagstaff, Arizona

Re' Coconino County, Arizona
Pollution Control Corporation
Pollution Control Revenue Bonds
(Arizona Public Service Company Navajo Proiectl
1994 Series A

(Final Opinion)

Ladies and Gentlemen:

We have acted as bond counsel in connection with the issuance by Coconino County,
Arizona Pollution Control Corporation (the "lssuer"l of $32,650,000 aggregate principal amount of
Coconino County, Arizona Pollution Control Corporation Pollution Control Revenue Bonds (Arizona
Public Service Company Navajo Project) 1994 Series A (the "Bonds"), issued pursuant to the provisions
of Title 35, Chapter 6, Arizona Revised Statutes, as amended and supplemented to the date hereof (the
"Act"), and pursuant to an Indenture of Trust, dated as of October 1, 1994 (the "indenture"), between
the Issuer and The Bank of New York, as trustee (the "Trustee"). The Bonds are issued for the stated

.purpose of making a loan of the proceeds thereof to Arizona Public Service Company, an Arizona
corporation (the "Company"), pursuant to a Loan Agreement, dated as of October 1, 1994 (the "Loan
Agreement"), between the Issuer and the Company. Capita ~Iized terms not otherwise defined herein
shall have the meanings ascribed to such terms in the indenture.

In such connection, we have reviewed the Indenture. the Loan Agreement, opinions of
counsel to the Issuer, the Company and the Trustee, the Tax Certificate, certificates of the Issuer, the
Company, the Trustee and others, and such other documents, opinions and matters to the extent
deemed necessary by us to render the opinions' set forth herein. We have not undertaken to verify
independently, and we have assumed, the accuracy of the factual matters represented, warranted or
certified in such documents, and of the legal conclusions contained in the opinions referred to above,
and we have assumed the genuineness of all documents and signatures presented to us (whether as
originals or as copies) and the due and legal execution and delivery thereof by. and validity against, any
parties other than the Issuer.

The interest rate determination method and certain other requirements, agreements and
p.rocedures contained or referred to in the Indenture, the Lo : n Agreement, the Tax Certificate and other
relevant documents may be changed and certain actions (including, without limitation, defeasance of
Bonds) may be taken or omitted under the circumstances and subject to the terms and conditions set
forth in such documents. No opinion is expressed herein as to any Bond or the interest thereon on or
after any such change that occurs or action that is taken or omitted upon the advice or approval of
counsel other than ourselves.

The opinions expressed herein are based on an analysis of existing laws, regulations,
rulings and court decisions and cover certain matters not directly addressed by such authorities. Such
opinions may be affected by actions taken or omitted or events occurring after the date hereof. We
have not undertaken to determine, or to inform any person, whether any such actions are taken or
omitted.or events do occur, and we have no obligation to update this opinion.. Our engagement with
respect to the Bonds has concluded with their issuance. Further, we have assumed compliance with
all covenants and agreements contained in the Indenture, the Loan Agreement and the Tax Certificate,
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including without limitation) covenants and agreements compliance with which is necessary to assure
that future actions, omissions or events will not cause interest on the Bonds to be included in gross
income for federal income tax purposes. We call attention to the fact that the rights and obligations
under the Bonds, the indenture, the Loan Agreement and the Tax Certificate m~ ~v be subject to
bankruptcy. insolvency, reorganization, moratorium, fraudulent conveyance, arrangement and other
similar laws relating to or affecting creditors' rights, 'to the application of equitable principles, to the
exercise of judicial discretion in appropriate cases and to the limitations on legal remedies against
governmental entities in the State of Arizona. We also express no opinion with respect to any
indemnification, contribution, choice of law, choice of forum orwaiver provisions contained in the
foregoing documents. Finally, we undertake no responsibility for the accuracy, completeness or
fairness of any official statement or other offering material relating to the Bonds and express herein no
opinion with respect thereto.

Based on and subject to the forgoing, and in reliance thereon, as of the date hereof, we
are of the following opinions:

1. The Issuer has lawful authority for the issuance of the Bonds, and the Bonds
constitute valid and binding limited obligations of the issuer payable solely from Revenues and other
sources as and to the extent specified in the Indenture.

2. The Indenture has been duly executed and delivered by, and constitutes the valid
and binding obligation of, the Issuer. The Indenture creates a valid pledge, to secure the payment of
the principal of and interest on the Bonds. of the Revenues and ito the extent the Issuer has any
interest therein) any Credit Facility provided with respect to the Bonds, subject to the provisions of the
Indenture permitting the application thereof for the purposes and on the terms and conditions set forth
in the Indenture. The Indenture also creates a valid assignment to the Trustee, for the benefit of the
holders from time to time of the Bonds, of the right, title and interest of the issuer in the Loan
Agreement, except the right to receive certain payments and notices and to give certain consents and
approvals (to the extent more particularly described n the Indenture).

3. The Loan Agreement has been duly authorized, executed and delivered by, and
constitutes the valid and binding agreement of, the Issuer.

4. The Bonds are not a debt or liability or pledge of the faith and credit of the issuer
or Coconino County, Arizona, and are payable solely from the funds provided in the Indenture therefor.

5. interest on the Bonds is excluded from gross income for federal income tax purposes
under Title XIII of the Tax Reform Act of 1986 and Section 103 of the Internal Revenue Code of 1954,
as amended (the " 1954 Code"), except that no opinion is expressed as to the status of interest on any
Bond during any period that such Bond is held by a "substantial user" of any facilities financed with
Bond proceeds or by a "related person" within the meaning of Section 103(bll13) of the 1954 Code.
The Bonds and the income therefrom are exempt from all State .of Arizona taxation. We express no
opinion regarding other tax consequences related to the ownership or disposition of, or the accrual or
receipt of interest on, the Bonds, although h we observe that interest on the Bonds is a specific
preference item for purposes of calculating federal individual and corporate alternative minimum taxable
income.

Very truly yours,

ORRICK, HERRINGTON & SUTCLIFFE

per

C-2
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McGill, James T(z'/1111)

Subject: FW: Coconino 1994A Bonds

From: Dolyniuk, Karen E(J97440)
Sent: Tuesday, June 15, 2010 1:20 PM
To: 'BettineIli, Antonio'
Subject: Coconino 1994A Bonds

Karen E. Dolyniuk, CTP
Manager, Treasury Operations
Pinnacle West Capital Corporation
Phone: 602-250-5630
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compliance

NEW ISSUE BODK ENTRY onLy
In the opinion of Orlick, Hern'ngton.& Sutcliffe, bond Counsel,based upon an analysis of eoristing
laws, regulations, rulings and court decisions, and assuming, among other matters,
with certain covenants,interest onthe Bonds is excluded fromgross Incomefor federal income

except that no opinion is eurpressed as to the status of interest on an bond
during anygeriod thatsuch bond is held by a "substantial user" of facilities final by the
Bon s or y a "related person" within the meaning of Section 103(b)(13) of the internal
Revenue Code of 1954, as amended. Bond Counsel observes that Interest on the Bonds
is a specific preference Item for purposesof thefederal individual and corporate alternative
min mum taxes. Bond Counsel is also of the opinion the the Bonds and the income
therefrom are exempt from aft State of Arizona taxation. Bond Counsel expresses no
opinion regardingother taxconsequences related to the ownership or disposition Vt

or the accrual or receipt of interest on, the Bonds. See "Tax Matters. "

tax purposes,

I

I

t

6

$32,650,000
Coconino County, Arizona

Pollution Control Corporation
Pollution Control Revenue Bonds

(Arizona Public Service Company Navajo Project)
. 1994 Series A

Dated: Date of lssuancie 'Due: October 1, 2029
The Bonds are limited obligations of the Cooonlno County, Arizona Pollution Control Corporation,

and will be payable solely from and secured solely by the revenues to be derived pursuant to an
Agreement with

Arizona Public Service Company
The Bonds will be further secured by an Irrevocable direct paw Letter of Credit issued by:

Bank of America National Trust and Savings Association

and nominee for The Depository Trust Company, which will act as securities depository for the Bonds.

purdmasers of beneficial interests

Under the Lellter of Credit, The Bank of New York. as trustee will be entitled to draw amounts
sufficient to pay (a) up to soddy-two days interest on the Bonds and (b) rinclpal of the Bonds as such
grinclpd becomes due, whether at maturity, on acceleration, at redemptlgn or upon tender thereof The
ands are subject to purchase at the option of the holders d the Bondsarid,under certain circumstances,

are subject to mandatory purdlase in the manner and at the times described herein. .
The Bonds as initially issued will bear interest at Dolly Rates, designated and determined from time

to time as described herein. Thereafter, the Interest rate on the Bon s may be changed to a Weekly
Rate, monthly Rate, Flexible Rate or Term Rate, as described herein. .

The Bonds will be delivered in fully registered form in the name of Cade & Co., as registered owner

Ownership interests in the Bonds may be purchased in book-entry form only, in authorized denominations
described herds. So long as the Bonds remain in book-entry only form,
in the Bonds will not receive certificates representing such interests. The Bonds are subject to optional
and mandatory redemption prior to maturity in the manner and at the times desorbed herein. See "The
Bonds". .

The Bonds will not constitute an indebtedness or obligation to which the full faith and credit d the
issuer, Coconino County
a pecuniary liability of the issuer, Coconino County or the Stalte of Arizona or a charge against the

Issuer. The Issuer has no taxing power.

or the State of Arizona is pledged and shall never constitute nor give rise to

general credit or taxing powers of Coconino County or the Starts of Arizona or the general credit of the

Price 100%

The bonds are offered, subject to prior sale, when, asand ff Issued and received'I the Undewvriter
and subject ro certain conditions, Including the approval of Orrick, Herrington Sutcliffe, Bond
Counsel. Certain legal matters will be passed upon for the Issuer by.Mangum, Wall, Sloops &
Warden and for the Company by Snell & Wilmer; counsel to the Company The validity of the
Agreementwill be passed upon for the Undenlvriter by Sullivan & Cromwell. it is expected that
the Bonds will be avaliable for delivery in New York; New Yorkon or about October 12, 1994.

October 11, 1994
Goldman, Sachs & co.
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IN MAKING AN INVESTMENT DECISION INVESTORS MUST RELY ON THEIR OWN EXAMI-
NATION oF THE ISSUER AND THE TERMS oF THE OFFERING, INCLUDING THE MERITS AND
RISKS INVOLVED. THESE SECURITIES HAVE NOT BEEN RECOMMENDED BY ANY FEDERAL OR
STATE SECURITIES COMMISSION OR REGULATORY AUTHORITY. FURTHERMORE, THE FORE-
GOING AUTHORITIES HAVE NOT CONFIRMED THE ACCURACY OR DETERMINED THE ADE-
QUACY oF THIS DOCUMENT. ANV REPRESENTATION To THE CONTRARY IS A CRIMINAL
OFFENSE.

No dealer, broker, salesman or any other person has been authorized by the Issuer, Arizona Public
Service Company or the Underwriter to give any information or to make any representations Other than
those contained In this Oftldal Statement In connection with the offering described herein and, if given
or made, such information or representation must not be relied upon as halving been authorized by any
of the foregoing ~. This Ofltcial Statement does not constitute an offer to sell or solicitation of an offer to
buy any securities other than the Bonds offllered hereby and there shall not be any offer or solicitation
of such utter or she of the Bonds within any jurisdiction in which such0fl"er or solicitation is not authorized,
or n which the person mdclng such offer or solicitation is not qualified to do so or to any person to
whom It is unlawful to md<e such offer or solicitation.

The information contained in this omcial Statement has been Obtained from Arizona Public Service
Company and other sources which are deemed reliable by the Issuer. No representation or warranty is
made, however, as to the accuracy or completeness of such information, and nothing contained in this
Official Statement is, or shall be relied upon as, a promise or representation by either the Issuer or the
Underwriter. This Offidd Statement is submitted in connection with the she d securities as referred to
herein and may not be reproduced or used in whole or in part for any other purpose. The delivery of
this official Statement at any time does not imply frat information herein is correct as of any time
subsequent to its date.

IN CONNECTION WITH THIS OFFERING. THE UNDERWRITER MAY OVER-ALLOT OR EFFECT
TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE oF THE BONDS OFFERED
HEREBY AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET.
SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME. .
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$32,650,000
Coconino County. Arizona

Pollution Control Corporation
Pollution Control Revenue Bonds

(Arizona Public Service Company Navajo Project)
1994 Series A

INTRODUCTORY STATEMENT

This Official Statement is provided to furnish certain information in connection with the
issuance by Coconino County, Arizona Pollution Control Corporation (the "lssuer"l of its Pollution
Control Revenue Bonds (Arizona Public Service Company Navajo Project) 1994 SerieS A in the
aggregate principal amount of $32,650,000 (the "Bonds"l. The Bonds will be issued pursuant to an
Indenture of Trust, dated as of October 1, 1984 (the "indenture"), between the issuer and The Bank
of New York, as trustee (the "Trustee"l. The Bank of New York is acting as Tender Agent, Registrar
and Paying Agent (the "Tender Agent", "Registrar" and "Paying Agent") with respect to the Bonds and
its "Principal Office," as used herein, is at 101 Barclay Street, New York, New York. .

The Bonds ~re being issued by the Issuer at the request of Arizona Public Service
Company (the "Company"l. a corporation organized and existing under the laws of the State of Arizona,
in order to finance certain facilities for the abatementof air and water pollution, including the abatement
of sulfur dioxide, and for the disposal of sewage and solid waste and certain facilities related thereto,
at the Navajo Generating Station, located in Coconino County, Arizona (the "Project"l. See "The
Project."

Prior to the issuance of the Bonds, the Company and the Issuer will enter into a Loan
Agreement dated as of October 1, 1994 (the "Agreement"), whereby the Issuer will loan the proceeds
from the sale of the Bonds to the Company. In the Agreement, the Company agrees to make payments
so as to provide sufficient revenues to pay when due, pursuant to the Indenture, the principal of
(whether at maturity, on redemption, upon tender for purchase or by acceleration), premium, if any,
and interest on the Bonds.

Concurrently with the issuance of the Bonds, the Company will cause to be delivered
to the Trustee an irrevocable letter of credit (the "Letter of Credit") issued by Bank of America National
Trust and Savings Association (the 'Credit Provider"). The Letter of Credit will be issued pursuant to
a Letter of Credit and Reimbursement Agreement, dated as of October 12, 1994 (the "Reimbursement
Agreement"), between the Company and the Credit Provider.

As more fully provided in the Indenture, the Bonds will not constitute an indebtedness
or obligation to which the faith and credit of the State of Arizona, Coconino County, the Issuer or any
other political subdivision of the State of Arizona will be pledged, but will be limited obligations of the
Issuer, which will be obligated to pay the principal of, premium, if any, and interest on the Bonds only
from the payments made pursuant to the Agreement and the other funds pledged therefor. Coconino
County will not in any event be liable for the payment of the principal of, premium, if any, or interest
on the Bonds or for the performance of any pledge, mortgage, obligation or agreement undertaken by
the Issuer, nor will the issuer's agreements or obligations be construed to constitute an indebtedness
of Coconino County within the meaning of any constitutional or statutory provision of the State of
Arizona whatsoever.

Brief descriptions of the Issuer and the Project and summaries of certain provisions of
the Bonds, the Agreement, the Indenture, the Letter of Credit and the Reimbursement Agreement are
included in this Official Statement. Such information and descriptions donot purport to be complete.
comprehensive or definitive. Statements regarding specific documents, including the Agreement and
the Indenture, make use of certain terms defined in such documents and are summaries of and subject
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to the detailed provisions of such documents and are qualified in their entirety by reference to each
such document, and references to the Bonds are similarly subject to and qualified in their entirety by
reference to the form thereof included in the Indenture and the information with respect thereto
included in the aforesaid documents. Copies of all aforesaid documents may be obtained at the
principal office of Goldman, Sachs 81 Co. in New York, New York, during the period of the initial
offering of the Bonds and thereafter are available for inspection at the offices of the Trustee or the
Company.

Far information concerning the Company, including selected financial and operating
information and information incorporated by reference, see AppendixA hereto. For information
concerning the Credit Provider, see Appendix B hereto. The proposed form of opinion of Bond Counsel
is attached as Appendix C hereto.

THE ISSUER

The Issuer is a political subdivision under the laws of the State of Arizona, organized
under the "Pollution Control Corporations for Municipalities and Counties Act", being Title 35,
Chapter 6, Arizona Revised Statutes (the "Act"). The Bonds will be issued in full compliance with the
Act, `and the issuance of the Bonds by the Issuer will be approved by the Board of Supervisors of
Coconino County, Arizona, The Issuer has no taxing power. As required by the provisions of Section
38-51 t, Arizona Revised Statutes, as amended, the Issuer may cancel any contract, without penalty
or further obligation, if any person significantly involved in initiating, negotiating, securing, drafting or
creating the contract on behalf of the Issuer is, at any time while the contract or any extension thereof
is in effect, an employee or agent of any other party to the contract in any capacity or a consultant to
any other'party of the contract with respect to the subject matter thereof. The Company and the
Trustee have covenanted not to employ as an employee, agent or, with respect to the subject matter
of the Agreement and the Indenture, respectively, a consultant, any person significantly involved in
initiating, negotiating, securing, drafting or creating such documents on behalf of the Issuer within three
years from the execution thereof, unless a waiver is provided by the Issuer. The cancellation of any
financing agreement which is material to the payment Of the Bonds, including the indenture, could
adversely affect the holders of the Bonds.

THE PROJECT

The Project is located at the Navajo Generating Station (the "Navajo Station") in
Coconino County, Arizona and consists of facilities for the abatement of' air and water pollution,
including facilities for the abatement of sulfur dioxide, and for the disposal of sewage and solid waste
and certain facilities related thereto. The Navajo Station is owned in undivided interests as follows:
the Company, 14%; Tucson Electric Power Company. 7.5%; Nevada Power Company, 11.3%;
Department of Water and Power of the City of Los Angeles, California, 21 ;2%; Salt River Project
Agricultural Improvement and Power District, 21.7%: and U.S. Bureau of Reclamation, 24.3%.

USE oF PROCEEDS

The proceeds of the Bonds will be used to defray the cost to the Company of acquiring ,
constructing, reconstructing, improving, maintaining, equipping or furnishing the Project and to pay
certain costs of issuance incurred in connection with the issuance of the Bonds.

2 -
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THE BONDS

General

The Bonds will be issued as fully registered Bonds without coupons in the'manner
described below. The Bonds will be dated as of the date of delivery thereof (the "Issue Date") and will
mature on October 1, 2029. The term of the Bonds shall be divided into consecutive Rate Periods,
during each of which the Bonds may bear interest at Daily, Weekly, Monthly, Term or Flexible Rates
designated and determined as described herein. The Initial Rate Period for the Bonds will be a Daily
Rate Period. During such Daily Hate Period, the Bonds will bear interest at Daily Rates as described
herein. The Bonds will continue to bear interest at Daily Rates determined as described herein unless
and until the interest rate determination method for the Bonds is adjusted as described herein.

The Bonds are authorized in denominations of $1 of,ooo or any integral multiple thereof,
with respect to Bonds during any Daily Rate Period, any Weekly Rate Period or any Monthly Rate
Period; $100,000 or any Integral multiple of $5,000 in excess of $100,000, with respect to Bonds
during any Flexible Rate Period; and $5,000 or any integral multiple thereof, with respect to Bonds
during any Term Rate Period; provided, however, that one Bond may be issued in a denomination other
than the foregoing (collectively, "Authorized Denominations").

The Bonds are subject to tender for purchase at the option of the holders of the Bonds,
and under certain circumstances are subject to mandatory tender for purchase in the manner and at the
times described herein. The Bonds are subject to options and mandatory redemption prior to maturity
in the manner and at the times described herein.

Goldman, Sachs & Co. has been appointed by the Company as Remarkeding Agent with
respect to the Bonds. Goldman. Sachs 81 Co. is referred to herein as tl'le "Remarkeding Agent." The
PRemarketing Agent will be paid fees for its services and may be removed or resign under certain
circumstances.

Concurrently with the issuance of the Bonds. the Company will cause to be delivered
to the Trustee the Letter of Credit issued by the Credit Provider.

Definitions

The terms 'Daily Rate," "Daily Rate Period," "Weekly Rate," "Weekly Rate Period,"
"Monthly Rate," "MOnthly Rate Period," "Flexible Rate," "Flexible Segment," "Term Rate' and 'Term
Rate Period" are defined by reference to the procedures for the determination thereof, as described
below. In addition, the following terms are used in this summary:

"Business Day" means a day on which banks located in the cities in which the principal
offices of the Trustee, the Registrar, the Paying Agent, the Tender Agent, the Remarkeding Agent and
the Credit Provider are located are not required or authorized to be closed and on which the New York
Stock Exchange is not closed, and. in the case of any action to be taken by the Company, which is not
a day on which banks in Phoenix, Arizona are required or authorized to be closed.

"interest Payment Date" means (i) with respect to any Daily, Weekly or Monthly Rate
Period, the first Business Day of each calendar month, (ii) with respect to any Term Rate Period, the
first day of the sixth month following the commencement of the Term Rate Period and the first day of
each sixth month thereafter, (iii) with respect to any Flexible Segment, the Business Day next
succeeding the last day Of such Flexible Segment, (ill with respect to any Rate Period, the Business
Day next succeeding the last day thereof and (v) with respect to any Credit Provider Bonds, the dates
specified in the Reimbursement Agreement for the payment of interest on any reimbursement

3-
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obligations of the Company to the Credit Provider relating to such Credit Provider Bonds, as such dates
shall be specified by the Credit Provider to the Trustee.

"Rate Period" means any Daily Rate Period, Weekly Rate Period, Monthly Rate Period,
Term Rate Period or Flexible Rate Period.

. - "Record Date" means with respect to any Interest Payment Date in respect of any Daily
Rate Period. Weekly Rate Period, Monthly Rate Period or Flexible Segment, the Business Day next
preceding such Interest Payment Date and, with respect to any Interest Payment Date in respect of any
Term Rate Period, the fifteenth day of the month preceding such interest Payment Date.

"Tax-Exempt" means, with respect to interest on any obligations of a state or local
government, including the Bonds, that such interest is excluded from the gross income of the holders
thereof (other than any holder who is a "substantial user" of facilities tinanoed with such obligations
or a "related person" within the meaning of Section 103lb)(13) of the Internal Revenue Code of 1954,
as amended (the "1954 Code") or Section 147(a) of the Internal Revenue Code of 1986 (the "1986
Code") for federal income tax purposes, whether or not such interest is includable as an item of tax
preference or otherwise includable directly or indirectly for purposes of calculating other tax liabilities,
including any alternative minimum tax or environmental tax under the 1954 Code or the 1886 Code.

Payment of Prindpd and Interest

Interest shall be payable (I) by check mailed by first class mail on the Interest Payment
Date to the holders as of the Record Date or (ii) during any Rate Period other than a Term Rate Period,
in immediately available funds (by wire transfer or by deposit to the account of the holder of such Bond
if such account is maintained with the Paying Agent). but in respect of any holder of Bonds in a Daily,
Weekly or Monthly Rate Period only to any holder owning Bonds in an aggregate principal amount of
at least $1 ,too,ooo on the Record Date and having provided Wire transfer instructions to the Paying
Agent prior to the close of business on such Record Date; provided, that, if and to the extent there shall
have been a default in the payment of the interest due, such interest shall be paid to the person in
whose name any such Bonds are registered as of a special record date to be fixed by the Trustee,
notice of which shall be given to such holders not less than 10 days prior thereto. Notwithstanding
the foregoing, interest in respect of any Bond bearing a Flexible Rate shall be paid only upon
presentation to the Tender Agent of the Bond on which such payment is due.

Interest shall be computed, in the casa of any Rate Period other than a Term.Rate
Period, on the basis of a 365- or 866~day year, as applicable, for the number of days annually elapsed
and, in the case of a Term Rate Period, on the basis of a 360-day year consisting of twelve 30-day
months.

Dolly Rate Period

Dailv Rate. During each Daily Rate Period, the Bonds shall bear interest at the Daily
Rate, determined by the PRemarketing Agent either on each Business Day for such Business Day or on
the next preceding Business Day for the Business.Day next succeeding such date of determination and
as may be determined by the PRemarketing Agent for any day that is not a Business Day on any such
day during Which there shall be active trading in Tax-Exempt obligations comparable to the Bonds for
such day. .

The Daily Rate will be the rate determined by the PRemarketing Agent to be the lowest
rate which would e.nable the Remarkeding Agent to sell the Bonds on the effective date of such rate at
a price (without regard to accrued interest) equal to 100% of the principal amount thereof. If the
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PRemarketing Agent has not determined a Daily Rate, the Daily Rate will be the same as the Daily Rate
for the immediately preceding day. in no event will the Daily Rate he greater than 12%.

Adjustment to a Daily Rate Period. The interest rate borne by the Bonds will be adjusted
to a Daily Rate upon receipt by the Issuer, the Trustee, the Paying Agent, the Remerketing Agent and
the Credit Provider of written notice from the Company. The notice must specify the effective date of
the adjustment to a Daily Rate which will be (1) a Business Day not earlier than the twelfth day (the
fifteenth day if the then current Rate Period is a Term Rate Period or if the Bonds are then held in book-
entry form) following the fifth Business Day after the receipt by the Trustee of such notice tor such
shorter period acceptable to the Trustee), l2) in the case of an adjustment from a Monthly Rate Period
or e Term Rate Period, a day on which the Bonds would be permitted to be redeemed at the option of
the Company pursuant to provisions of the Indenture as described herein under "-Redemption of
Bonds-Optional Redemption-Monthly Rate Period" and "-Redemption of Bonds-Optional
Redemption-Term Rate Period," as applicable, and (3) in the case of an adjustment from a Flexible
Rate Period, either ft) the day immediately following the last day of the then current Flexible Rate
Period, or (ii) for each Bond, the day immediately following the last day of the last Flexible Segment for
such Bond in the then current Flexible Rate Period; provided, however, that if prior to the Company's
making such election, any Bonds shall have been called for redemption and such redemption shall not
have theretofore been effected, the effective date of such Daily Rate Period shall not precede such
redemption date. in the case of an adjustment from la Term Rate Period, such notice must be
accompanied by an opinion of bond counsel to the effect. that such adjustment (1) is authorized or
permitted by the Act and the Indenture, and (2) will not adversely affect the Tax-Exempt status of the
interest on the Bonds.

Notice of Adjustment to a Daily Rate Period. The Trustee must give notice of an
adjustment to a Daily Rate Period to the holders of the Bonds not less than twelve days (fifteen days
if the then current Rate Period shall be a Term Rate Period or if such Bonds are then held in book-entry
form) prior to the effective date of such Dolly Rate Period. Such notice will state (1) that the interest
rate on the Bonds will be adjusted to a Daily Rate (subject to the Company's ability to rescind its
election, as provided in the Indenture), (2) the effective date al the Daily Rate Period, (3) that the Bonds
are subject to mandatory tender for purchase on such effective date, (4) the procedures for such
mandatory tender, (5) the purchase price of the Bonds on such effective date (expressed as a
percentage of the principal amount thereof), and (6) that the holders of the Bonds do not have a right
to retain their Bonds on such effective date.

Weekly Rate Period

Weekly Rate. During each Weekly Rate Period, the Bonds will bear Interest at the
Weekly Rate determined by the PRemarketing Agent no later than the first day of such Weekly Rate
Period and thereafter no later than Tuesday of each week during such Weekly Rate Period, unless any
such Tuesday shall not be a Business Day, in which event the Weekly Rate shall be determined by the
PRemarketing Agent no later than the Business Day next preceding such Tuesday.

The Weekly Rate will be the rate determined by the PRemarketing Agent to he the lowest
rate which would enable the Remarkeding Agent to sell the Bonds on the effective date of such rate at
a price (without regard to accrued interest) equal to 100% of the principal amount thereof. If the
PRemarketing Agent has not determined a Weekly Rate for any period. the Weekly Rate for such period
will be the same as the Weekly Rate for the immediately preceding period. In no event will the Weekly
Rate be greater than 12%.

The first Weekly Rate determined for e~ ~ch Weekly Rate Period will apply to the period
commencing on the first day of such Weekly Rate Period and ending on the next succeeding Tuesday.
Thereafter, each Weekly Rate will apply to the period commencing on each Wednesday and ending on
the next succeeding Tuesday; provided, however, if such Weekly Rate Period will end on a day other
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than Tuesday, the last Weekly Rate for such Weekly Rate Period will apply to the period commencing
on the Wednesday preceding the last day of such Weekly Rate Period and ending on such last day.

Adiustment to a Weeklv Rate Period. The interest rate borne by the Bands will be
adjusted, at any time, to a Weekly Rate upon receipt by the Issuer, the Trustee, the Paying Agent, the
PRemarketing Agent and the Credit Provider of written notice from the Company, which notice must
specify the effective date of such adjustment to a Weekly Rate Period which will be (1) a Business Day
not earlier than the twelfth day (the fifteenth day if the then current Rate Period is a Term Rate Period
or if such Bonds are then held in book~entry form) following the fifth Business Day after receipt by the
Trustee of such notice (or such shorter period acceptable to the Trustee), (2) in the case of an
adjustment from a Monthly Rate Period or a Term Hate Period, a day on which the Bonds would be
permitted to be redeemed at the option of the Company pursuant to provisions of the Indenture as
described herein under "-Redemption of Bonds-Optional Redemption-Monthly Rate Period" and
ll -Redemption of Bonds-Optional Redemption-Term Rate Period," as applicable, and (3) in the case
of an adjustment from a Flexible Rate Period, either the day immediately following the last day of the
then current Flexible Rate Period or for each Bond, the day immediately following the last day of the
then current Flexible Segment for such Bond;provided, however, that if prior to the Company's making
such election, any Bonds have been .called for redemption and such redemption has not yet been
effected, the effective date of such Weekly Rate Period will not precede such redemption date. In the
case of an adjustment from a Term Rate Period, such notice must be accompanied by an opinion of
bond counsel to the effect that such adjustment (1) is authorized or permitted by the Act and the
Indenture, and (2) will not adversely affect the Tax-Exempt status of interest on the Bonds.

Notice of Adiustment to a Weeklv Rate Period. The Trustee must give notice of an
adjustment to a Weekly Rate Period to the holders of the Bonds not less than twelve days (fifteen days
if the then current rate period is a Term Rate Period or if such Bonds are then held in book-entry form)
prior to the effective date of such Weekly Rate Period. Such notice will state (1) that the interest rate
on the Bonds will be adjusted to a Weekly Rate (subject to the Company's ability to rescind its election,
as provided in the Indenture), (2) the effective date of the Weekly Rate Period, (3) that the Bonds are
subject to mandatory tender for purchase on such effective date, (4) the procedures for such mandatory
tender, (5) the purchase price of such Bonds on such effective date (expressed as a percentage of the
principal ~mount thereof), and (6) that holders of the Bonds do not have the right to retain the Bonds
on such effective date.

Monthly Rate Period

Monthly Rate. During each Monthly Rate Period, the Bonds will bear interest at the
Monthly Rate, determined by the Remarkeding Agent ~no later than the first day of such Monthly Rate
Period and thereafter no later than the Business Day immediately preceding each Interest Payment Date.

The Monthly Rate will be the rate determined by the PRemarketing Agent to be the lowest
rats which would enable the Remarkeding Agent to sell the Bonds on the effective date of such rate at
a price (without regard to accrued interest) equal to 100% of the principal amount thereof. If the
PRemarketing Agent has not determined a Monthly Rate for any period, the Monthly Rate shall be the
same as the Monthly Rate in effect for the immediately preceding month. In no event shall any Monthly
Rate be greater than 12%.

The first Monthly Rate determined for each Monthly Rate Period will apply to the period
commencing on the first day of such Monthly Rate Period and ending on the day immediately preceding
the next Interest Payment Date with respect to the Bonds. Thereafter, each Monthly Rate will apply
to the period commencing on the Interest Payment Date next succeeding the date of determination of
such Monthly Rate and ending on the day immediately preceding the interest Payment Date next
succeeding the effective date of such Monthly Rate.
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Adjustment to a Monthly Rate Period. The interest rate borne by the Bonds will be
adjusted, at any time. to a Monthly Rate upon receipt by the Issuer, the Trustee, the Paying Agent, the
PRemarketing Agent and the Credit Provider of written notch from the Company, which notice will
specify the effective date of such adjustment to a Monthly Rate Period, which shall be 111 a Business
Day not earlier than the twelfth d~ ~v (the fifteenth day if the then current Rate Period is a Term Rate
Period or if the Bonds are then held in book-entry form) following the fifth Business Day after the date
of receipt by the Trustee of such notice (or such shorter period acceptable to the Trustee); (2) in the
case of an adjustment from a Term Hate Period, a day on which Bonds would be permitted to be
redeemed at the option of the Company pursuant to provisions of the Indenture as described herein
under "-Redemption of Bonds-Optional Redemption-Term Rate Period"; and (3) in the case of an
adjustment from a Flexible Rate Period either the day immediately following the last day of the then
current Flexible Rate Period or for each Bond, the day immediately following the last day of the last
Flexible Segment for such Bond in the than current Flexible Rate Period;provided, however, that if prior
to the Company's making such election, any of the Bonds have been called for redemption and such
redemption has not been effected, the effective date of such Monthly Rate Period will not precede such
redemption date. in the case of an adjustment from a Term Rate Period, such written notice shall be
accompanied by an opinion of bond counsel to the effect that such adjustment (1) is authorized or
permitted by the Indenture and the Act, and (2l will not adversely affect the Tax-Exempt status of
interest on the Bonds. ` .

q

Notice of Adiustment to a Monthly Rate Period. The Trustee must give notice of an
adjustment to a Monthly Rate Period to the holders of the Bonds not less than twelve days (fifteen days
if the then current Rate Period is a Term Rate Period or if such Bonds are then held in book-entry form)
prior to the effective date of such Monthly Rate Period. Such notice will state (1) that the interest rate
on the Bonds will be adjusted to a Monthly Rate (subject to the Company's ability to rescind its election
pursuant to the Indentures, (2) the effective date of the Monthly Rate Period, (3) that the Bonds are
subject to mandatory tender for purchase on such effective date, (4) the procedures for such mandatory
tender, (5) the purchase price of such Bonds on such effective date (expressed as a percentage of the
principal amount thereof), and (6) that the holders of the Bonds do not have the right to retain their
Bonds on such effective date.

Flexible Rate Period

Flexible Segments and Flexible Rates. Flexible Rate Periods will consist of Flexible
Segments of varying duration for each Bond. Different Flexible Segments may apply to different Bonds
at any time and from time to time. During each Flexible Rate period. each Bond will bear interest at the
Flexible Rate applicable to the Flexible Segment in effect for such Bond. Each Flexible Segment will
be a period of at least one day and not more than 365 days, ending on a day that immediately precedes
a Business Day, determined by the PRemarketing Agent to be the period which, together with all other
Flexible Segments for all Bonds then outstanding, will result in the lowest overall net interest expense
on the Bonds. The Flexible Rate for each Flexible Segment for each Bond will be the rate determined
by the PRemarketing Agent no later than the first day of such Flexible Segment to be the lowest interest
rate which would enable the PRemarketing Agent to sell the Bonds on the effective date of such rate at
a price (without regard to accrued interests equal to 100% of the principal amount thereof. If a Flexible
Rate for a Flexible Segment of one day is not determined or effective on such day, the Flexible Rate
for such Flexible Segment of one day shall be eighty percent (80%) of the most recent Oneyear Note
Index theretofore published in The Bond Buyer. In no event shall the Flexible Rate for any Bond be
greater than 12%.

Adjustment to a Flexible Rate Period. The interest rates borne by the Bonds will be
adjusted, at any time, to Flexible Rates upon receipt by the Issuer, the Trustee, the Paying Agent, the
PRemarketing Agent and the Credit Provider of written notice from the Company, which notice will
specify the effective date of the Flexible Rate Period during which the Bonds Elli bear interest at
Flexible Rates which will be (1) a Business Day not earlier than the twelfth day (the fifteenth day if the
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then current Rate Period is a Term Rate Period or if the Bonds are then held in book-entry form)
following the fifth Business Day after the date of receipt by the Trustee of such notice lot such shorter
period acceptable to the Trusteel. and (2) in the case of an adjustment from a Monthly Rate Period or
a Term Rate Period, a day on which the Bonds would be permitted to be redeemed at the option of the
Company pursuant to provisions of the indenture as described herein under "-Redemption of
Bonds-Optional Redemption-Monthly Rate Period" or ' -Redemption of Bonds-Optional
Redemption--Term Rate Period," as applicable; provided, however, that if prior to the Company's
making such election, any of the Bonds have been called for redemption and such redemption has not
been effected, the effective date of such Flexible Rate Period will not precede such redemption date.
Such notice must also be accompanied by an opinion of bond counsel to the effect that such
adjustment lit is authorized or permitted by the Indenture and the Act, and (2) will not adversely affect
the Tax~Exempt status of interest on the Bonds.

Notce of Adjustment to a Flexible Rate Period. The Trustee must give notice of an
adjustment to a Flexible Rate Period to the holders of the Bonds not less than twelve days (fifteen days
if the then current Rate Period is a Term Rate Period or if the Bonds are then held in book~entry form)
prior to the effective date of such Flexible Rate Period. Such notice will state (1) that the interest rate
on the Bonds will be adjusted to Flexible Rates (subject to the Cornpeny's ability to rescind its election
pursuant to the Indenture), (2) the effective date of such Flexible Rate Period, (3) that the Bonds are
subject to mandatory tender for purchase on the effective date of such Flexible Rate Period, (4) the
procedures for such mandatory tender, and (5) that the holders of the Bonds do not have the right to
retain their Bonds on such effective date.

Adjustment from a Flexible Rate Period. At any time during a Flexible Rate Period, the
Company may elect that the Bonds shall no longer bear interest at Flexible Rates. The Company must
notify the Issuer, the Trustee, the Paying Agent, the Remarkeding Agent and the Credit Provider of the
election and specify the Rate Period to follow with respect to the Bonds upon cessation of the Flexible
Rate Period. The PRemarketing Agent will (1) determine Flexible Segments of such duration that, as
soon as possible, all Flexible Segments shall end on the same date, not earlier than the eleventh day
following the fifth Business Day lot such shorter period acceptable to the Trusteel, following the receipt
by the Trustee of the notice described in the last sentence of this paragraph, which date shall be the
last day of the then current Flexible Rate Period, and, upon the establishment of such Flexible
Segments, the day next succeeding the last day of all such Flexible Segments shell be the effective date
of the Rate Period elected by the Company; or 121 determine Flexible Segments that will in the judgment
of the PRemarketing Agent best promote an orderly transition to the next succeeding Rate Period Te
apply to the Bonds, beginning not earlier than the eleventh day following the fifth Business Day (or such
shorter period acceptable to the Trustee) following the receipt by the Trustee of the notice described
in the lest sentence of this paragraph. if the alternative in Clause (2) above is set ~cted, the day next
succeeding the last day of the Flexible Segment for each Bond shall be with respect to such Bond the
effective date of the Rate Period elected by the Company. The PRemarketing Agent, promptly upon the
determination thereof, shall give written notice of such last day and such effective dates to the
Company, the Trustee and the Paying Agent.

Term Rate Period

Term Rate. During each Term Rate Period, the Bonds will bear interest at the Term Hate
which will be determined by the Remarkeding Agent on a Business Day selected by the PRemarketing
Agent, but not more than 40 days prior to' and not later than the effective date of such Term Rate
Period. The Term Rate will be the rate determined by the Premarketing Agent on such date, and
communicated on such date to the Trustee, the Paying Agent end the Company, by written notice or
by telephone promptly confirmed by telecom or other writing, as being the lowest rate which would
enable the PRemarketing Agent to sell the Bonds on the effective date of such rate at a price (without
regard to accrued interest) equal to 100% of the principal amount thereof; provided, however, that if,
for any reason, a Term Rate for any Term Rate Period is not determined or effective or if an adjustment
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from a Term Rate Period to another Rate Period is not effective, the Rate Period for the Bonds will
automatically convert to a Daily Rate Period. If a Daily Rate for the first day of such Daily Hate Period
is not determined as described under ' -Daily Rate Period-Daily Rate", the Daily Rate for the first day
of such Daily Rate Period sh~ ~Il be 80% of the most recent One-Year Note Index theretofore published
in The Bond Buver. in no event will any Term Rate be greater than 12% per annum.

Adjustment to or Continuation of a Term Rate Period. The interest rate borne by the
Bonds will be adjusted to or continued at a Tam Rate, at any time, upon receipt by the Issuer, the
Trustee, the Paying Agent, the PRemarketing Agent and the Credit Provider of written notice from the
Company, which notice will indicate the duration of the Term Rate Period during which the Bonds will
bear interest at such rate. Ar the time the Company elects an adjustment to or continuation of a Term
Hate Period, the Company may specify two or more consecutive Term Rate Periods and, if the Company
so specifies, will specify the duration of each such successive Term Rate Perlod. Such notice must
specify the effective date of each Term Rate Period, which will be (1) a Business Day not earlier than
the twelfth day (the fifteenth day if the then current Rate Period is a Term Rate Period or if such Bonds
are then held in book-entry form) following the fifth BUsiness Day after the date of receipt by the
Trustee of such notice (or such shorter period acceptable to the Trustee); (2) in the case of an
adjustment from a Monthly Rate Period or an adjustment from or continuation of a Term Rate Period,
a day on which the Bonds would be permitted to be redeemed at the option of the Company pursuant
to the provisions of the indenture as described herein under "-Redemption of Bonds-Optional
Redemption-Monthly Rate Period" or " -Redaction of Bonds-Optional Redemption-Term Rate
Period," as applicable; and (3) in the case of an adjustment from a Flexible Rate Period either lit the day
immediately following the last day of the then current Flexible Rate Period, or (ii) for each Bond, the day
immediately following the last day of the last Flexible Segment for such Bond in the then current
Flexible Hate Period;provided, however, that if prior to the Company's making such election, any Bonds
shall have been called for redemption and such redemption has not been effected, the effective date
of such Term Rate Period will not precede such redemption date. in addition, such notice must specify
the last day of such Term Rate Period (which shall be either the day preceding the date of final maturity
of the Bonds or a day which both immediately precedes a Business Day and is at least one hundred
eighty (180) days after such effective date), and unless such Term Rate Period immediately succeeds
a Term Rate Period of the same duration and is subject to the same optional redemption rights provided
by the Indenture, shall be accompanied by an opinion of bond counsel to the effect that such
adjustment (1) is authorized or permitted by the Indenture and the Act, and (2) will not adversely affect

.the Tax-Exempt status of interest on the Bonds.

If, by the second Business Day preceding the fourteenth day prior to the last day of any
Term Rate Period, the Trustee shall not have received notice of the Company's election that, during the
next succeeding Rate Period, the Bonds will bear interest at a Daily Rate, a Weekly Rate, a Monthly
Rate, a Term Rate or a Flexible Hate accompanied by an appropriate opinion of bond counsel, if
expressly required by the provisions of the Indenture, the next succeeding Rate Period shall be a Term
Rate Period of the same duration as the immediately preceding Term Rate Period and the optional
redemption prices and periods for such successive Term Rate Period shall be the same as for the
immediately preceding Term Rate Period;provided, however that if the last day of any such successive
Term Rate Period is not a day immediately preceding a Business Day, then such success/ive Term Rate
Period will end on the first day immediately preceding the Business Day next succeeding such day, or
if such last day would be after the day prior to the final maturity date of the Bonds, such Term Rate
Period shall end on the last day prior tosuch maturity date.

Notice of Adustment to or Continuation of a Term Rate Period. The Trustee must give
notice of an adjustment to or continuation of a Term Rate Period to the holders of the Bonds not less
than twelve days (fifteen days if the then current Rate Period is a Term Rate Period or if such Bonds
are then held in book-entry form) prior to the effective date of such Term Rate Period. In the event
such adjustment or continuation is from a Term Rate Period to a Term Rate Period of equal duration,
such notice shall state (1) that the interest rate on the Bonds will be adjusted to, or continue to be, a
Term Rate (subject to the Company's ability ro rescind its election as provided in the Indentures. (2) the
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effective date and the last date of the Term Rate Period, (3) that the Term Rate for such Term Rate
Period will be determined not later than the effective date thereof, (4) how such Term Rate may be
obtained from the Remarket ng Agent, (5) the Interest Payment Datesafter such effective date, (6) that.
during such Term Rate Period, the holders of Bonds will not have the night to tender their Bonds for
purchase, (7) the redemption provisions that will apply to Bonds during such Term Rate Period,
(8) whether any Credit Facility will be in effect after such effective date and, if so, the name of the
Credit Provider and the interest coverage and expiration date of any such Credit Facility, and (9) the
rating or ratings, if any, which the Bonds are expected to recdve from the Rating Agencies as of such
effective date. In the event such adjustment or continuation is not from e Term Rate Period to a Term
Rate Period of equal duration, such notice shall state (1) that the interest rate on such Bonds will be
adjusted to, or continue to be, a Term Rate (subject to the Company's ability to rescind its election as
provided in the Indenture), (2) the effective date of the Term Rate Period, (8) that the Bonds shall be
subject to mandatory tender for purchase on such effective date, (4) the procedures for such mandatory
tender, (5) the purchase price of the Bonds on such effective date (expressed as a percentage of the
principal amount thereof), and (6) that the holders of the Bonds do not have the right to retain their
Bonds on such effective date.

Determinations Conclusive

The determination of any Daily Rate, Weekly Rate, Monthly Rate, Flexible Rate and Term
Rate and each Flexible Segment by the Remarkeding Agent shall be conclusive and binding upon the
PRemarketing Agent, the Trustee, the Paying Agent, the Company, the Issuer and the holders of the
Bonds.

Automatic Adjustment to Daily Rate Upon Rescission of Rate Period Adjustment

The Company may rescind ~nv election by it to adjust to or continue a Rate Period prior
to the effective date thereof, by giving written notice to the issuer, the Trustee and the PRemarketing
Agent prior to such effective date. if notice of the election to adjust to or continue the Rate Period has
previously been given by the Trustee to the holders of the Bonds, then the Rate Period will
automatically adjust to a Daily Rate Period on the date originally scheduled for such adjustment or
continuation. If a Daily Rate for the first day of any such Daily Rate Period is not determined as
described under "-Daily Rate Period-Daily Rate", the Daily Rate for the first day of such Daily Rate
Period will be 80% of the most recent One-Year Note Index theretofore published in The Bond Buyer.

Optional Tender for Purchase

Daily.Rate Period. On any Business Day during any Daily Rate Period, any Bond (or
portion thereof in an Authorized Denomination) will be purchased at a purchase price equal to too%
Of the principal amount thereof plus accrued interest, if any, to the Purchase Date (as defined in the
Indenture). upon (it delivery by the holder of such Bond to the Tender Agent at its Principal Office by
no later than 11:00 a.m., New York city time, on such Business Day, of an irrevocable notice by
telephone or in writing, which states the principal amount, or portion thereof, of such Bond to be
tendered for purchase and the Purchase Date, and (ii) delivery of such Bond to the Tender Agent at its
Principal Office accompanied by an instrurnentof transfer thereof, in form satisfactory to the Tender
Agent executed in blank by the holder thereof with the signature of such holder guaranteed by a
guarantor acceptable to the Tender Agent, at or prior to 1-oo p.m., New York City time, on the
Purchase Date. .

Weeklv Rate Period. On any Wednesd ~v. or if such Wednesday is not a Business Day,
then the next succeeding Business Day, during any Weekly Rate Period, any Bond (or portion thereof
in an Authorized Denomination) will be purchased at a purchase price equal to 100% of the principal
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amount thereof plus accrued interest, if any, to the Purchase Date, upon (i) delivery by the holder of
such Bond to the Tender Agent Ar its Principal Office of an irrevocable Notice by telephone (promptly
confirmed in writing) or in writing by 5:00 p.m. New York City time on any Business Day at least seven
days prior to the Purchase Date, which states the principal amount or portion thereof of such Bond to
be tendered for purchase and the Purchase Date, and (ii) delivery of such Bond to the Tender Agent at
its Principal office accompanied by an instrument of transfer thereof, in form satisfactory to the Tender
Agent, executed in blank by the holder thereof with the signature of such .holder guaranteed by a
guarantor acceptable to the Tender Agent, at or prior to 1:00 p.m., New York city time, on the
Purchase Date. .

Monthly Rate Period. On any Interest Payment Date during a Monthly Rate Period, any
Bond (or portion thereof in an Authorized Denomination) will be purchased at a purchase price equal
to 100% Of the principal amount thereof, upon (i) delivery by the holder of such Bond to the Tender
Agent at its Principal Office of an irrevocable notice in writing, by 5:00 p.m., New York City time, on
any Business Day at least seven days prior to such Purchase Date, which states the principal amount
of such Bond to be tendered for purchase and the Purchase Date,and iii) delivery of such Bond to the
Tender Agent at its Principal Office, accompanied by an instrument of transfer thereof, in a form
satisfactory to the Tender Agent, executed in bl~ ~nk by the holder thereof with the signature of such
holder guaranteed by a guarantor acceptable to the Tender Agent, at or prior to 1:00 p.m., New York
City time, on the Purchase Date.

Term Rate Period. On the first day of any Term Rate Period which is preceded by a
Term Rate Period of the same duration, any Bond (or portion thereof in an Authorized Denomination)
will be purchased from its holder, at a purchase price equal to 100% of the principal ~mount thereof
plus accrued interest, if any, to the Purchase Date upon (ii delivery by the holder of such Bond to the
Tender Agent at its Principal Office, of an irrevocable notice in writing, by 5:D0 p.m., New York City
time, on any. Business Day not less than fifteen days prior to the Purchase Date which states the
principal amount, or portion thereof, of such Bond to be purchased and the Purchase Data, and
ii) delivery of such Bond to the Tender Agent at its Principal Office accompanied by an instrument of
transfer thereof, in form satisfactory to the Tender Agent, executed in blank by the holder thereof with
the signature of such holder guaranteed by a guarantor acceptable to the Tender Agent, at or prior to
1:00 p.m., New York City time. on the Purchase Date.

Bonds tendered for purchase under the provisions of the Indenture must be delivered
to the Principal Office of the Tender Agent; provided that so long as any Bond is held in book-entry
form, such Bond need not be delivered in connection with any tender pursuant to the provisions of the
indenture described in this Section.

Mandatory Tender for Purchase

The Bonds are subject to mandatory tender for purchase at a purchase price equal to
the principal amount thereof, plus accrued interest to the Purchase Date therefor, on any of:

(a) as to any Bond, the effective date of any change in a Rate Period for such Bond
other than the effective date for a Term Rate Period which was preceded by a Term Rate Period
of the same duration;

l

(b) as to each Bond in a Flexible Rate Period, the day next succeeding the last day of
any Flexible Segment with respect to such Bond;

lo) the second Business Day next preceding the termination of any Credit Facility
(whether upon the stated termination date thereof or upon the substitution of a different Credit
Facility) unless the Trustee shall have received, on or before the twentieth day prior to such
termination date, confirmation (which need not be in writing) from each Rating Agency (as

- 1 1

Page 477 of 509



defined in the Indenture) then rating the Bonds that such termination shall not result in the
lowering or withdrawal of the then current ratings on the Bonds;

(dl a day, as specified by the Trustee, not more than twenty days after receipt by the
Trustee from the Credit Provider, within seven days after a drawing on the Credit Facility, of
a notice (the "Notice of Non-Reinstatement") to the effect that the Credit Provider has not been
reimbursed for such drawing. and that the amount available to be drawn thereunder has not
been reinstated and directing the Trustee to give notice of such mandatory tender and to
purchase such Bonds on the applicable Purchase Date: or

(e) a day, as specified by the Trustee, not more than twenty days after receipt by the
Trustee from the Credit Provider, of a written notice stating that an event of default has
occurred under the Reimbursement Agreement and directing the Trustee to give notice of such
mandatory tender and to purchase the Bonds on the applicable Purchase Date.

The Bonds are also subject to mandatory tender for purchase on the day next
succeeding any Term Rate Period whim ends prior to the day originally established as the last day of
such Term Rate Period at a purchase price equal to the principal amount thereof plus an amount equal
to any premium which would have been payable on such day had the Company directed optional
redemption of the Bonds on that day.

On the day next succeeding the last d~ ~v of any Flexible Segment for any Bond, such
Bond shall be purchased (as described in clause lb) above) unless the holder thereof elects to retain its
investment in the Bond or any portion thereof in an Authorized Denomination and not to have such
Bond or portion thereof purchased, by delivery to the Tender Agent at the Principal Office of the Tender
Agent not later than 11:00 a.m., New York City time, on' the first day of the applicable Flexible
Segment. of an irrevocable telephonic notice which states that such Bond or portion thereof is not to
be so purchased. Payment of interest on Bonds to be retained shall be made only upon exchange
thereof for a Bond bearing a notation of the new Flexible Segment and new Flexible Rate.

The Trustee shall give notice by first-class mail to the holders of Bonds of the
termination of any Credit Facility and of the provision of any proposed substitute Credit Facility, not
later than the fifteenth day prior to such termination or provision. Such notice shall (it include a general
description of any Credit Facility in effect prior to such termination or provision and any substitute
Credit Facility to be in effect on such termination or provision, (lit state the dated such termination
or provision, (iii) state the ratings, if any, expected for the Bonds after such. termination or provision,
and (iv) if by the 20th day prior to such termination or provision the Trustee shall not have received
confirmation (which need not be in writing) from each Rating Agency then rating the Bonds that such
termination or provision will not result in the lowering or withdrawal of the then current rating on the
Bonds, state that the Bonds shall be subject to mandatory tender for purchase on the second Business
Day next preceding such termination or provision as described in clause (cl above.

The Trustee shall give notice by first-class mail to the holders of the Bonds of any
mandatory tender occurring by reason of clause (d) or (e) above no later than five days alter receiving
the notice"from the Credit Provider as described in such clause ld) or (el, as applicable, and not less
than fifteen days prior to the mandatory tender date described in such clause (dl or la), as applicable.

Redemption of Bonds

Optional Redemption-Dailv Rate Period or Weeklv Rate Period. On any Business Day
during a Daily Rate period or a Weekly Rate Period, the Bonds are subject to redemption, at the option
of the Company, in whole or in part, at 100% of their principal amount, plus accrued interest, if any,
to the redemption date.
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Optional Redemption-Monthly Rate Period. On any Interest Payment Date during a
Monthly Rate Period, the Bonds are subject to redemption at the option of the Company, in whole or
in pan, at 100% of their principal amount.

r

Optional Redemption--Flexible Rate Period. On the day next succeeding the last day
of any Flexible Segment with respect to any Bond, such Bond is subject to redemption at the option
of the Company, in whole or in part, at 100% of its principal amount.

Optional Redemption -Term Rate Period. On the day next succeeding the last
scheduled day of any Term Rate Period, the Bonds shall be subject to redemption at a redemption price
of 100% of the principal amount thereof, plus accrued interest, if any, to the redemption date. During
any Term Rate Period, the Bonds are subject to redemption, at the option of the Company, during the
periods specified below, in whole at any time or in part from time to time, at the redemption prices
(expressed as percentages of principal amount) set forth below plus accrued interest, if any, to the
redemption date:

Length of Term Rate Period (in years)

Greater than 15

Redemption Dates and Prices

At any time on or after the first day of the calendar
month following the tenth anniversary of the
effective date at 102% declining 1 %~annuaIIy to
100% .

Greater than 10 and less than or equal to 15 At any time on or after the first day of the calender»
month following the fifth anniversary of the
effective date at 102% declining 1% annually to
100%

Greater than 7 and less than or equal to 10 At any time on or after the first day of the calend~.z»
month following the third anniversary of the
effective date at 102% declining 1% annually to
100%

Greater than 4~and less than or equal to 7 At any time on or after the first day of the calendar
month following the second anniversary of the
effective date at 101 % declining 0.5% annually to
100%

Greater than 2 and less than or equal to 4 At any time on or ~fter the first day of the calendar
month following the second anniversary of the
effective date at 101 % declining 0.5% each six
months thereafter to 100%

Greater than 1 and less than or equal to 2 At any time on or after the first day of the calendar
month. following the first anniversary of the
effective date at 100.5%6 declining 0.5% six
months thereafter to 100%

Less than or equal to 1 Not redeemable

The Company shall have the option to cause the Rate Period to change on any date on
which the Bonds are subject to redemption as provided above, in which event the Bonds shall be
subject to mandatory tender at the applicable price set forth above. as described. in the second
paragraph under rt "-Mandatory Tender for Purchase.
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With respect to any Term Hate Period, the Company may, in the notice required by the
Indenture with respect to an adjustment to or continuation of a Term Rate Period, specify redemption
provisions, prices and periods other than those set forth above; provided, however, that such notice
shall be accompanied by an opinion of bond counsel stating that such changes in redemption
provisions, prices and periods (ii are authorized or permitted by the Act and the Indenture, and (ii) will
not adversely affect the Tax-Exempt status of the Bonds.

Extraordinary Optional Redemption. The Bonds will be redeemed in whole or in part at
any time at a redemption price equal to 100% of the principal amount thereof plus accrued interest,
if any, to the redemption date upon receipt by the Trustee of a written notice from the Company stating
that any of the following events has occurred and that the CoMpany therefore intends to exercise its
option to prepay the payments due under the Agreement and thereby effect the redemption of Bonds
in whole or in part:

(a) the Navajo Station or the Project or a portion thereof the original cost of which is
equal to or greater than $500,000 shall have been damaged or destroyed to such extent that,
in the opinion of the Company (i) it is not practicable or desirable to rebuild, repair or restore
the Project or such portion thereof within a period of six consecutive m'onths following such
damage or destruction, (ii) the Company is or will be thereby prevented from carrying on its
normal operations at the Project or such portion thereof for a period of six consecutive months,
or (iii) 'the cost of restoration thereof would substantially exceed the net proceeds of insurance
carried thereon;

(b) title to, or the temporary use of, the Navajo Station or the Project or a portion
thereof the original cost of which is equal to or greater than $500,000 shall have been taken
under the exercise of the power of eminent domain, including such a taking as results (or is
likely to result) in the Company being prevented from carrying on normal operations at the
Project or such portion thereof for a period of six months or as renders the Project or such
portion thereof unsuitable for use by the Company;

(c) unreasonable burdens or excessive liabilities, in the opinion of the Company, shall
have been imposed on the Company, including, without limitation, federal, state or other ad
valorem, property, income or other taxes not being imposed on the date of the Agreement; or

(d) any court or administrative body or regulatory agency shall enter a judgment, order
or decree requiring the Company to cease all or any substantial part of its operations at the
Project or a portion thereof the original cost of which is equal to or greater than $500,000, to
such an extent that, in the opinion of the Company it is or will be thereby prevented from
carrying on its normal operations at the Project or such portion thereof for a period of six
consecutive months.

Mandatorv Redemption. Upon the occurrence of any of the following events, the Bonds
shall be redeemed, at a redemption price equal to the principal amount thereof plus accrued interest to
the redemption date, from amounts required to be prepaid by the Company:

(A) in whole on any date upon a Determination of Taxability (as hereinafter defined);
provided, however, that if, in the opinion of bond counsel delivered to the Issuer and to the
Trustee, the redemption of a specified portion of the BondS outstanding would have the result
that interest payable on the Bonds remaining outstanding after such redemption would remain
Tax-Exempt, then such Bonds shall be redeemed in part by lot (in Authorized Denominations)
in such amount as such bond counsel in such opinion shall have determined is necessary to
accomplish that result; or

(B) in whole upon the acceleration of payments due under the Agreement following an
event of default (as such term is defined in the Agreement) thereunder;provided, however, that
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such redemption shall not occur If, pursuant to the Agreement, the acceleration of such
payments is annulled prior to the redemption date and, in such event, the Trustee will promptly
give written notice of such annulment to the Issuer and the Company, and will give notice
thereof to the holders of the Bonds and the Credit Provider.

For purposes of the foregoing, "Determination of Taxability" means a determination that
interest payable on any Bond is includable in the gross income for federal income tax purposes of the
owner of such Bond (other than an owner who is a "substantial user" of the Project or a "related
person" within the meaning of Section 103(bl(13l of the 1954 Code). Such determination shall be
deemed to have been made upon the date on which, due to the untruth or inaccuracy of any
representation or warranty made by the Company in the Agreement, or in connection with the offer and
sale of the Bonds, or the breach of any covenant or warranty of the Comp~ ~ny contained in the
Agreement, interest on the Bonds, or any of them, is determined to be includable in the gross income
for federal income tax purposes of the owners thereof (other than an owner who is a "su bstantlal user"
of the Project or a "related person" within the meaning of Section 103(b)(13) of the 1954 Code) by a
final administrative determination of the internal Revenue Service or a final judicial decision of a court
of competent jurisdiction in a proceeding of which the Company received notice and was afforded an
opportunity to Participate to the full extent permitted by law. A determination or decision will not be
considered final for purposes of the preceding sentence unless (A) the holder or holders of the Bonds
involved in the proceeding in which the issue is raised (ii shall have given the Company and the Trustee
prompt notice of the commencement thereof, and (ii) shall have offered the Company the opportunity
to control the proceeding; provided the Company agrees to pay all expenses in connection therewith
and to indemnify such holder or holders against all liability for such expenses (except that any such
holder may engage separate counsel, and the Company shall not be liable for the fees or expenses of
such counsel); and (B) such proceeding shall not be subject to a further right of appeal or shall not have
been timely appealed.

Notice and Manner of Redemption: Effect. Notice of redemption shall be given by the
Trustee, not fewer than 15 nor more than 60days prior to the redemption date, (i) by first-class mail
to the registered holder of each Bond to be redeemed at such registered holder's address as it appears
on the registration books and to the Credit Provider and (ii) by teleoopy, confirmed by first-class mail,
to the Securities Depositories (as defined in the Indenture) and one or more information Services (as
defined in the Indenture). During the continuance of a bookentry system, the Trustee shall not be
obligated to give notices to beneficial holders. See "-Book-Entry Only System" below. Each notice
of redemption shall state. among other things, the redemption date, the place of redemption, the source
of funds to be used for such redemption and the principal amount, and shall also state that the interest
on the Bonds designated for redemption shall cease to accrue from and after such redemption date and
that on such date there will become due and payable on each of the Bonds the principal amount thereof
to be redeemed, interest accrued thereon, if any, to the redemption date and the premium, if any,
thereon such premium to be specified). No publication of notice is required. if less than all the Bonds
are called for redemption, the Trustee shall select Bonds to be redeemed by lot.

With respect ro any notice of optional redemption, unless upon the giving of such notice
such Bonds shall be deemed to have been paid, such notice shall state that such redemption shall be
conditional upon the receipt by the Trustee on or prior to the date fixed for such redemption of
Available Amounts lag defined in the Indenture) sufficient to pay the principal of, and premium, if any,
and interest on, such Bonds to be redeemed, and that if such Available Amounts shall not have been
so received said notice shall be of no force and effect and the issuer shall not be required to redeem
such Bonds. in the event that such notice of redemption contains such a condition and such Available
Amounts are not so received, the redemption shall not be made and the Trustee shall within a
reasonable time thereafter give notice, to the persons and in the manner in which the notice of
redemption was given, that such Available Amounts were not so received.

If moneys for payment of the redemption price are held by the Trustee, Bonds called
for redemption shall become due and payable on the redemption date at the applicable redemption
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price, interest on the Bonds called for redemption shall cease to accrue, such Bonds shall cease to be
entitled to any lien, benefit or security under the Indenture, and the holders of the Bonds shall have no
rights in respect thereof except to receive payment of the redemption price thereof lihcluding interest.
if any, accrued to the redemption date), without interest accrued on any funds held to pay such
redemption price.

. Failure to Mai! notice of redemption to any registered owner Of the Bonds or any defect
therein in respect of any Bond will not affect the validity of the redemption of any other Bonds and will
not extend the period for making elections or in any way change the rights of the holders of the Bonds
to elect to have their Bonds purchased as provided in the Indenture. Failure to give notice of
redemption to any one or more of the information Services or Securities Deposltories or the
insufficiency of any of any such notices will not affect the sufficiency of the proceedings for
redemption.

If, thirty days after any redemption date, any Bonds called for redemption have not been
presented to the Trustee for payment, the Trustee will no later than sixty days following such
redemption date send notice by first~class mail to the holder of each Bond not so presented.

Transfer and Exchange

Bonds may be transferred or exchanged for other Bonds in Authorized Denominations
at the Principal Office of the Registrar. Exchanges and transfers shall be made without charge to the
holders, except for any applicable tax, fee or other governmental charge. The Registrar is not required
to effect any transfer or exchange of any Bonds during the seven business days preceding the mailing
of any notice of redemption or of any Bonds called for redemption .

Book-Entry Only System

DTC is a limited-purpose trust company organized under the New York Banking Law,
a "banking organization" within the meaning of the New York Banking Law, a member of the Federal
Reserve System, a "clearing corporation" within the meaning of the New York Uniform Commercial
Code and a "clearing agency" registered pursuant to the provisions of Section 17A of the Securities
Exchange Act of 1934. DTC holds securities that its participants (the "Participants"l deposit with DTC.
DTC also facilitates the settlement among Participants of securities transactions, such as transfers and
pledges, in deposited securities through electronic computerized book-entry changes in Participants'
accounts, thereby eliminating the need for physical movement of securities certificates. Direct
Participants (the "Direct Partlcipants") include securities brokers ~nd dealers, banks, trust companies,
clearing corporations and certain other organizations. DTC is owned by a number of its Direct
Participants and by the New York Stock Exch~ ~nge, inc., the American Stock Exchange, Inc., and the
National Association of Securities Dealers, Inc. Access to the DTC system is also available to others
such as securities brokers and dealers, banks and trust companies that clear through or maintain a
custodial relationship with a Direct Participant, either directly or indirectly (the "Indirect Participants"l.
The Rules applicable to DTC and its Participants are on file with the Securities and Exchange
Commission.

. Purchases of Bonds under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Bonds on DTC's records. The ownership interest of
each actual purchaser of each Bond (the "Beneficial Owner") iS in turn to.be recorded on the Direct and
Indirect Participants' records. Beneficial Owners will not receive written confirmation from DTC of their
purchase, but Beneficial Owners are expected to receive written confirmations providing details of the
transaction, as well es periodic statements of their hidings, from the Direct or indirect Participant
through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in
the Bonds are to be accomplished by entries made on the books of Participants acting on behalf of
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Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership interests
in Bonds. except in the event that use of the book-entry system for the Bonds is discontinued.

To facilitate subsequent transfers, all Bonds deposited by Participants with DTC are
registered in the name of DTC's partnership nominee, Cede & Co. The deposit of Bonds with DTC and
their re~ ~istration in the name of Cede & Co. effect no change in beneficial ownership. DTC has no
knowledge of the actual Beneficial Owners of the Bonds; DTC's records reflect only the identity of the
Direct Participants to whose accounts such Bonds are credited, which may or may not be the Beneficial
Owners. The Participants remain responsible for keeping account of their holdings on behalf of their
customers.

Conveyance of notices ~nd other communications by DTC to Direct Participants, by
Direct Participants to Indirect Participants, and by Direct P~ ~rtidpants and Indirect Participants to
Beneficial Owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time.

Redemption notices shall be sent to Cade & Co. If less than all the Bonds within an
issue are being redeemed, DTC's practice is to determine by lot the amount of the interest of each
Direct Participant in such issue to be redeemed.

Neither DTC nor Cade & Co. will consent or vote with respect to the Bonds. Under its
usual Procedures, DTC mails an Omnibus Proxy to the issuer as soon as possible after the record date.
The Omnibus Proxy assigns Cede & Co.'s consenting or voting rights to those Direct Participants to
whose accounts the Bonds.are credited on the record date (identified in a listing attached to the
Omnibus Proxy).

Principal and interest payments on the Bonds will be made to DTC. DTC's practice is
to credit Direct Participants' accounts on the payable date in accordance with their respective holdings
shown on DTC's records unless DTC has reason to believe that it will not receive payment on the
payable date. Payments by Participants to Beneficial Owners will be governed by standing instructions
and customary practices, as is the case with securities held for the accounts of customers in bearer
form or registered in "street name," and will be the responsibility of such Participant and not of DTC,
the Trustee or the Issuer, subject to any statutory or regulatory requirements as may been effect from
time to time. Payment of principal and interest to DTC is the responsibility of the Issuers or the
Trustee, disbursement of such payments to Direct Participants is the responsibility of DTC and
disbursement of such payments to the Beneficial Owners is the responsibility of Direct and Indirect
Participants. Beneficial Owners of the Bonds will have no lien or security interest in any rebate or
refund paid by DTC to the Paying Agent which arises from the payment by the Paying Agent of
principal of or interest on the Bonds to DTC.

Notwithstanding anything to the contrary in the foregoing paragraphs, the Tender Agent
shall accept any notice of tender from any Beneficial Owner of any Bond held in book-entry form, but
shall make payment of the purchase price thereof only to the registered owner of such Bond .

\

DTC may discontinue providing its services as securities depository with respect to the
Bonds at any time by giving reasonable notice to the Issuer or the Trustee. In such event or if the
Company determines'to discontinue the services of DTC, certificates for the Bonds will be delivered as
described in the Indenture unless a successor securities depository is appointed by the issuer (with the
consent or at the direction of the Company).

THE ISSUER, THE COMPANY AND THE TRUSTEE CANNOT AND of NOT GIVE ANY
ASSURANCES, AND NONE OF THEM HAVE ANY RESPONSIBIUTYOR OBLIGATIONS To DIRECT
PARTICIPANTS, INDIRECT PARTICIPANTS OR ANY BENEFICIAL OWNER, WITH NESPECT To. AMONG
OTHER THINGS, ll) THE ACCURACY OF ANY RECORDS MAINTAINED BY OTC OR ANY DIRECT on .
INDIRECT PArMCIPANT: IIII THE PAYMENT BY DTC OR ANY DIRECT OR INDIRECT PARTICIPANT OF
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ANY AMOUNT WITH RESPECT To THE PRINCIPAL OF, OR PREMIUM, IF ANY. OR INTEREST ON, THE
nouns; (III) THE DISTRIBUTION OF ANY REDEMPTION OR OTHER NOTICES SENT To eTc OR
CEDE & co. (INCLUDING THE TIMELINESS oF SUCH DISTRIBUTIONII OR (IV) ANY CGNSENT GIVEN
OR OTHER ACTION TAKEN av DTC OR CEDE & co. As BONDHOLDER.

The information in this section concerning DTC and DTC's book-entry system has been
obtained from sources that the Company believes to be reliable, but neither the Issuer nor the Company
nor the Underwriter take any responsibility for the accuracy thereof.

The Letter of Credit

The Letter of Credit is an irrevocable obligation of the Credit Provider to pay to the
Trustee upon request, (i) in order to pay interest on the Bonds as such interest becomes due, an
amount not exceeding the interest on the Bonds for up to sixty-two days computed at the rate of 12%
per annum, and (ii) in order to pay principal on the Bonds as such principal becomes due, an amount
not exceeding the principal amount of the Bonds. The Letter of Credit will terminate on the earliest of
(it the stated expiration date of the Letter of Credit (as described below), (iii the date the Credit Provider
is notified of the substitution of an Alternate Credit Facility lag described below), (iii) the date notified
to the Credit Provider by the Trustee as the date on which there is no longer any Bond outstanding.
(iV) the Credit Provider honoring a draft upon the maturity, acceleration, redemption, or purchase due
to mandatory tender under the circumstances described in subparagraphs (cl. (d) and la) of the first
paragraph under the heading "-Mandatory Tender for Purchase" above, of all of the Bonds and at the
close of business on the effective date of any such mandatory tender; or M the Credit Provider
honoring a draft upon purchase due to mandatory tender upon a change in Rate Period of the Bonds
to a Term Rate Period or a Flexible Rate Period and at the close of business on Me effective date of a
change in Rate Period of the Bonds to a Term Rate Period or a Flexible Rate Period. The stated
expiration date of the Letter of Credit is October 12, 1997. The termination of the Letter of Credit may
result in e mandatory tender of the Bonds unless certain conditions are satisfied. See "-Mandatory
Tender for Purchase."

The obligation of the Credit Provider under the Letter of Credit will be reduced to the
extent of any drawings thereunder. with respect to a drawing by the Trustee to pay interest on the
Bonds, unless the Trustee has received from the Credit Provider within seven calendar days from the
date of such drawing a notice that the Credit Provider has not been reimbursed, the Trustee's #933 to
draw under the Letter of Credit will beautommically reinstated by the amount of such drawing. i t
respect to a drawing by the Trustee to pay the purchase price of the Bonds tendered for purchase,
except in the case of a mandatory tender of the Bonds under certain circumstances, the amount
available under the Letter of Credt for the payment of principal of and interest on the Bonds will be
reinstated to the extent the Credit Provider is reimbursed for amounts so drawn and accrued interest
thereon.

Notice from the Credit Provider to the Trustee of the failure by the Company to
reimburse the Credit Provider pursuant to the terms of the Reimbursement Agreement within seven
days of a drawing or notice from the Credlt Provider to the Trustee of an event of d~ ~fault under the
Reimbursement Agreement will result In a mandatory tender of the Bonds. See ' -Mandatory Tender
for Purchase." Only the Trustee is entitled to make a drawing under the Letter of Credit.

Substitution of Credit Facility

any Term Rate Period or Flexible Segment with respect to such Bond. See "
Facility; Credit Provider Bonds."

As provided in the Indenture, the Company may at any time terminate any Credit
Facility; provided, however, that the Company may not terminate any Credit Facility for a Bond during

-The Indenture-Credit
If there shall have been delivered to the Issuer and the Trustee (ii a
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substitute Credit Facility and (ii) an opinion of bond counsel to the effect that the delivery of such Credit
Facility to the Trustee is permitted under the Act and the Agreement and complies with the terms of
the Agreement and the Indenture and that the delivery of such Credit Facility will not adversely affect
the Tax-Exempt status of interest on the Bonds, then the Trustee shall accept such Credit Facility. in
the event that the Company elects to terminate a Credit Facility or to provide a substitute Credit
Facility, the Bonds are subject to mandatory tender unless the Trustee shall have received confirmation
(which need not be in writing) from each Rating Agency then rating such Bonds at least twenty days
prior to such termination or substitution that such Rating Agency's then current rating on such Bonds
will not be lowered or withdrawn as a result of such termination or provision. Subject to the
qualifications stated above, the Company is not required to maintain a Credit Facility in support of the
Bonds.

THE AGREEMENT

General

The Issuer will enter into the AgreeMent with the Company, pursuant to which the
Issuer will lend to the Company the proceeds from the issuance and sale of the Bonds in order to
finance the Project. The Agreement will provide that all right, title and interest of the Issuer in and to
the Agreement (except for the right to receive payment of certain fees and expenses, certain notices
and certain rights of indemnification and the right to give approvals or consents pursuant to the
Agreement) will be assigned to the Trustee, as security for the benefit of the holders of Bonds.

Amendment of Description of the Project

In the event that the Company desires to amend or supplement the description of the
Project and the Issuer approves of such amendment or supplement, the Issuer will enter into, and will
instruct the Trustee to consent to, such amendment or supplement upon receipt of:

(i) a certificate of the Company describing in detail the proposed changes and
stating that they will not have the affect of disqualifying any component of the Project as a
facility that may be financed pursuant to the Act;

(ii) a copy of the proposed form of amended or supplemented Project description;
and

(iii) an opinion of bond counsel to the effect that such proposed changes will not
adversely affect the Tax-Exempt status.of interest on the Bonds.

.A

Repayment installments

The Company has agreed under the Agreement to make repayment installments
("Repayment Installments") in amounts sufficient to pay the principal of, premium, if any, and interest
on the Bonds when due; provided, however, that the Company's obligation to make such payments
will be deemed satisfied and discharged to the extent of the corresponding payment made by any Credit
Provider under a Credit Facility.

The Company has the option and in certain circumstances the obligation to prepay all
or a portion of the Repayment installments upon the happening of certain events as described under
"The Bonds-Redemption of Bonds" and 'The Indenture-Acceleration." To the extent mandatory
redemption of the Bonds is required as described under "The Bonds-Redemption of Bonds-Mandatory
Redemption," the Company must make the required prepayment lai within 180 days of any
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Determination of Taxability giving rise to such prepayment, (b) immediately in the case of any
acceler~ son of payments following an event of default under the Agreement and ac) immediately upon
receipt of notice from the Trustee of any acceleration of the maturity of any Bonds pursuant to the
indenture. In the event the Company elects or is required to make a prepayment under the Agreement,
the Company must give written notice to the Issuer and the Trustee of such prepayment." Notice of
mandatory redemption of Bonds shall be given by the Trustee as provided in the indenture.

The Company's obligations to make payments required by the Agreement and to
perform and observe the other agreements on its part contained in the Agreement are absolute and
unconditional. Until such time as the principal of and premium. if any, and interest on all of the Bonds
shall have been fully paid (or provision for the payment thereof shall have been made as required by
the fndenturel. the Company shall perform and observe all of its agreements contained in the
Agreement and will not terminate the Agreement, except as otherwise provided therein.

Special Covenants of the Company

Special covenants of the Company under the Agreement include the following:

Maintenance of Corporate Existence. The Company agrees that during the term of the
Agreement it will maintain its corporate existence in good standing and will not dissolve or otherwise
dispose of all or substantially all of its assets and will not consolidate with or merge into another person
or permit one or more other persons to consolidate or merge into it; provided that the Company may
consolidate with or merge into another person, or permit one or more other persons to consolidate with
or merge into it, or sell or otherwise transfer to another person all or substantially all of its assets and
thereafter dissolve, provided that (1 l either (al the Company is the surviving person or lb) the surviving,
resulting or transferee person, as the case may be, (i) assumes and agrees in writing to pay and perform
all of the obligations of the Company under the Agreement and (lit qualifies to do business in the State
of Arizona; and (2) the Company delivers to the Trustee an opinion of bond counsel to the effect that
such consolidation. merger or transfer and dissolution does not in and of itself adversely affect the Tax-
Exempt status of interest on the Bonds.

Assignments. The rt Hts and obligations of the Company under the Agreement may be
assigned by the Company, with the written consent of the Issuer, in whole or in part, provided that,
any assignment other than an assignment described above Linder 'Maintenance of Corporate
Existence," will be subject to the following conditions: (ii no such assignment shall relieve the
Company from primary liability for any of its obligations under the Agreement, and the Company shall
continue to remain primarily liable for the payments specified in the Agreement and for the performance
of its other obligations thereunder, (ii) the Company shall retain such rights and interests as will permit
it to perform its obligations under the Agreement, and any assignee from the Company shall assume
the obligations of the Company to the extent of the interest assigned and (iii) the Issuer and the Trustee
shall be furnished a true and complete copy of such assignment together with an instrument of
assumption and an opinion of bond counsel that such assignment will not, in and of itself, adversely
affect the Tax-Exempt status of interest on the Bonds.

Maintenance and Repair. The Company agrees that, to the extent within its control,
as long as it owns or operates the Project, it will maintain the Project, or cause the Project to be
maintained, in as reasonably safe condition as itsoperations shall permit and in good repair and in good
operating condition, ordinary wear and tear excepted, making from time to time all necessary repairs
thereto and renewals and replacements thereof; provided, however, that the Company will have no
obligation to maintain, preserve, keep, repair, replace or renew any item or portion of the Project la) the
maintenance, preservation, keeping, repair, replacement or renewal of which becomes uneconomic
because of damage or destruction or obsolescence (including economic obsolescence) or change In
governmental standards and regulations, or the termination of the operation of the generating facilities
to which the portion of the Project is an adjunct, and (bl with respect to which the Company has
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furnished to the Issuer and the Trustee a certificate executed by an authorized Company representative
that the maintenance, preservation, keeping, repair, replacement or renewal of such portion of such
Project is being discontinued for one of the foregoing reasons, which shall be stated therein.

The Company shall have the privilege at its own expense of remodeling the Project or
making substitutions, modifications and improvements to the Project from time to time as Ir, in its
discretion, may deem to be.desirable for its uses and purposes, which remodeling, substitutions,
modifications and improvements shall be included under the terms of the Agreement as part of the
Project.

I
1.

Tax Covenants
s

Under the Agreement, each of the Issuer and the Company covenants and agrees that
it will not directly or indirectly use or permit the use of any proceeds of the Bonds or other funds, or
take or omit to take any action that will cause the Bonds to be "arbitrage bonds" within the meaning
of Section 14a of the 1986 Code. The Issuer certifies and represents that it has not taken, and the
Issuer covenants and agrees that it will not take, and the Company certifies and represents that it has
not taken or, to the extent within its control, permitted to be taken, and the Company covenants and
agrees that it will not take or, to the extent within its control, permit to be taken, any action which
results in interest paid on the Bonds being included in gross income of the holders thereof for federal
income tax purposes pursuant to Section t03 of the 1954 Code and Title Xlll of the Tax Reform Act
of 1986 and other applicable regulations thereunder (except for any Bond during any period while such
Bond is held by a "substantial user" of the Projector a "related person" within the meaning of
Section 103(bll13) of the 1954 Code). None of the covenants and agreements contained in the
A~ reedment will require either the Company or the Issuer to enter an appearance or intervene in any
administrative, legislative or judicial proceeding in connection with any changes in laws, rules or
regulations or in connection with any decisions of any court or administrative agency or other
governmental body affecting the taxation of interest on the Bonds.

Events of Default

Any one of the fol lowing events wil l  consti tute an event of default under the
Agreement:

(a) failure by the Company to pay principal (whether at maturity or upon
redemption or acceleration), premium, if any, or interest on the Bonds or the purchase
price of Bonds tendered for purchase, in each case when due;

\
I.
i

(b) failure of the Company to observe and perform any covenant, condition or
agreement on its part required to be observed or performed by the Agreement (other
than a failure resulting in an event of default referred to in (al above) which continues
for a period of sixty days after written notice, which notice shall specify such failure
and request that it be remedied, given to the Company by the Issuer or the Trustee,
unless the Issuer and the Trustee shall agree in writing to an enaenslon of such time;
provided, however, that if the failure stated in the notice cannot be corrected within
such period, the issuer and the Trustee will not unreasonably withhold their consent to
an extension of such time if corrective action is instituted within such period and
dill entry pursued until the default is corrected; or

(c) certain specified events of bankruptcy or insolvency of the Company.
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The Company shall not be deemed n default under clause lb) above if and so long as the Company is
unable to carry out its agreement under the Agreement by reason of certain causes or events not
reasonably within the control of the Company, as specified in the Agreement.

Remedies on Default

Whenever any event of default under the Agreement shall have occurred and shall
continue,

(a) The Trustee may, and upon the written request of the holders of not less than 25 %
in aggregate principal amount of the Bonds outstanding, shall, by notice in writing delivered to
the Company with copies of such notice being sent to the Issuer and the Credit Provider,
declare the unpaid balance -of the Repayment installments attributable to the Bonds and the
interest accrued thereon to be immediately due and payable, and such interest and principal
shall thereupon become immediately due and payable; provided, however, that the Trustee shall
not accelerate the unpaid balance of the Repayment installments attributable to any Bonds
secured by a Credit Facility without the prior written consent of the Credit Provider. Upon any
such acceleration, the Bonds shall be subject to mandatory redemption as provided in the
Indenture.

(b) The Trustee may have access to and may inspect, examine and make copies of the
books and records and any and all accounts, data and federal income tax and other tax returns
of the Company.

(c) The Issuer or the Trustee may take whatever action at law of in equity as may be
necessary of desirable to collect the payments and other amounts then due and thereafter to
become due or to enforce performance and observance of any obligation, agreement or
covenant of the Company under the Agreement.

The provisions of clause (a) of the preceding paragraph are subject to the condition that
if, at any time after the unpaid balance of the Repayment installments shall have been declared due and
payable, and before any judgment or decree for the payment of the moneys due shall have been
obtained or entered, there shall have been deposited with the Trustee a sum sufficient to pay all the
principal of the Bonds matured prior to such declaration and all matured installments of interest (if any)
upon all such Bonds, with interest on such overdue installments of principal as provided herein, and the
reasonable expenses of the Trustee, and any and all other defaults actually known to the Trustee (other
than in the payment of principal of and interest on such Bonds due and payable solely by reason of
such declaration) shall have been made good or cured to the satisfaction of the Trustee or provision
deemed by the Trustee to be adequate shall have been made therefor, then the holders of at least a
majority in principal amount of the Bonds then outstanding by written notice to the Issuer and to the'
Trustee accompanied by the written consent of the Credit Provider with respect to the Bonds, may, on
behalf of the holders of all the Bonds, rescind and annul such declaration and its consequences and
waive such default. No such decision and annulment will extend to or affect any subsequent default
or impair or exhaust any right or power consequent thereon.

Fees, Expenses and Indemnification

The Company has agreed to pay certain expenses in connection with the issuance of
the Bonds and the transactions described herein. The Company will indemnify the Issuer and the
Trustee against certain costs and charges, including the reasonable fees of attorneys incurred in good
faith or arising out of or in connection with any collection or enforcement action under the Agreement.
The Company will also indemnify and hold harmless the Issuer and the Trustee against certain liabilities
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arising out of or connected with the Project, the issuance of the Bonds or the performance of the
Indenture.

Assignment

Pursuant to the Indenture, the Issuer will assign to the Trustee its rights under and
interests in, but not its obligations under, the Agreement, other than its rights to receive its fees and
expenses and its rights to indemnification as described above, and certain rights to receive notices and
to provide consents under the Agreement.

Amendments

Except under certain limited circumstaNces set forth in the Agreement and the Indenture,
the Agreement may not be amended without the prior written consent of the Trustee and the Credit
Provider. "See "The Indenture-Amendments.

THE INDENTURE

Bond Fund; Credit Facility Account

The Bond Fund, into which the Revenues derived under the Agreement and certain other
amounts specified in the Indenture (including all amounts received by the Trustee pursuant to any Credit
Facility except amounts to be used to pay the purchase price of tendered Bonds) will be deposited, will
be maintained with the Trustee. While any Bonds are outst~ ~nding and except as otherwise provided
in the indenture, moneys in the Bond Fund will be used for the payment of the principal of and
premium, if any, and interest on, the Bonds as the same shall become due, whether at maturity, upon
redemption or acceleration or otherwise.

Within the Bond Fund, the Trustee shall establish and maintain a Credit Facility Account.
Except to the extent such proceeds are used to pay the purchase price of Bonds tendered, proceeds
of drawings under any Credit Facility provided with respect to the Bonds shall be deposited in the Credit
Facility Account.

In making payments of principal of, premium, if any, .and interest on the Bonds, except
as Otherwise provided below in the second paragraph under "Credit Facility; Credit Provider Bonds,"
the Trustee shall (at first use any Available Amounts held in the Bond Fund, other than amounts held
in the Credit Facility Account, (bl then use amounts held in the Credit Facility Account, and lo) then
use any other Revenues (as defined in the Indentures received by the Trustee.

Project Fund

The proceeds from the sale of the Bonds will be deposited in the Project Fund which
will be established by the Trustee. Funds on deposit in the Project Fund will be applied to the payment
of the cost of the Project, including certain costs of issuance and interest accruing on the Bonds during
the Construction Period (as such term is defined in'the Indenture).

Investment of Funds

Except as Provided in the Agreement and the Indenture, any moneys held in any fund
or account established pursuant to the Indenture, including the Bond Fund, shall be invested by the
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Trustee, upon written direction of the Company, in any securities or other evidences of indebtedness
or demand deposits to the extent such investments are permitted under the laws of Arizona.

Credit Fadlityz Credit Provider Bonds

The Trustee will accept the Letter of Credit as the initial Credit Facility with respect to
the Bonds. See "The Bonds-The Letter of Credit." The Company has the right at any time to
terminate any Credit Facility and to provide a substitute Credit Facility; provided, that no such
termination or substitution may be made with respect to any Bond during any Term Rate Period or
Flexible Segment with respect to such Bond.

In the case of a Credit Facility in the form of a letter of credit, notwithstanding any other
provision of the Indenture, the Trustee shall draw on such Credit Facility subject to and in accordance
with its terms, in order to receive payment thereunder not later than the time payment is due on the
Bonds on the following dates in the following amounts:

(i) On each Interest Payment Date, in an amount which will be sufficient to pay all
interest due and payable on the outstanding Bonds on such interest Payment Date;

(ii) On any date fixed for payment, defeasance (if a defeasance drawing is allowed
under the Credit Facility) or redemption of the Bonds in part, in an amount which, together with
amounts drawn pursuant to clause (ii above, will be sufficient to pay the amount due on such
Bonds, including accrued interest; I

(iii) On the date fixed for payment of the Bonds in connection with any declaration of
the acceleration of the maturity of the Bonds following an event of default under the Indenture,
in.an amount which will be sufficient to pay all principal and interest due on such Bonds as a
result of such declaration on the date fixed for such payment;

(iv) On each Purchase Date, in an amount sufficient to pay the purchase price of any
Bonds tendered or deemed tendered pursuant to the Indenture and for which such purchase
price has not been received upon the remarkeding of such Bonds, provided, however, that in
the event of a mandatory tender occurring due to the failure to reimburse the Credit Provider
for a drawing, upon receipt from the Credit Provider of the Notice of Non-Reinstatement, the
Trustee shall as soon as possible draw on the Credit Facility in an amount sufficient to pay the
principal amount of all outstanding Bonds, together with interest to accrue thereon, calculated
at 12%, to but excluding the Purchase Date: and

(v) On the final maturity, defeasance (if a defeasance drawing is allowed under the
Credit Facility) or redemption date of the Bonds in an amount which, together with amounts
drawn pursuant to clause (it above, will be sufficient to pay the principal, premium (if a drawing
is permitted for premium under such Credit Facility), if any, and interest due on all outstanding
Bonds on such final maturity, defeasance or redemption date.

Any Bonds purchased with a drawing under a Credit Facility pursuant to clause (iv)
above either (i) shall be registered inlthe name of or as otherwise directed by the Credit Provider and
delivered to or upon the order of such Credit Provider or (ii) shall be had by the Tender Agent or such
other person as may be designated by the Credit Provider in the name and on behalf of the Company
or as otherwise provided by such Credit Provider and pledged to such Credit Provider, in each case in
accordance with the terms of the Reimbursement Agreement; provided, that if such Bonds are then
registered in the name of DTC or its Nominee, the Trustee shall immediately upon making any draw on
a Credit Facility pursuant to Clause (iv) above notify the Tender Agent. Upon receipt of such notice,
the Tender Agent shall direct DTC to cause any Bonds purchased with the proceeds of such draw to
be transferred to such account at DTC as may be directed by the Credit Provider, and such Bonds shall
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be held in the name of or for the account of the Credit Provider or as may be directed by such Credit
Provider (such Bonds, "Credit Provider Bonds").

Events of Default

The Indenture defines the occurrence of any of the following events to be an event of
default with respect to the Bonds:

(a) failure to make payment of any installment of interest on any Bond when
such installment shall have become due and payable;

(b) failure to make due and punctual payment of the principal of or premium,
of any, on any Bond at the stated maturity thereof} or when such Bond has become due
and payable upon proceedings for redemption thereof, or upon the maturity thereof by
declaration of acceleration or failure to make any payment necessary to purchase Bonds
tendered for purchase in accordance with the Indenture; or

(c) default by the Issuer in the performance or observance of any other of the
covenants, agreements or conditions on its part contained in the Indenture or in any
Bond and the continuance of such default for a period of 60 days after written notice
thereof shall have been given to the Issuer, the Company and the Credit Provider by the
Trustee, or to the Issuer, the Company, the Credit Provider and the Trustee by the
holders of not less than 25% in aggregate pn'ncipal amount of the Bonds at the time
outstanding; provided that if the Issuer, the Company or the Credit Provider diligently
pursues the correction of any such failure which cannot be corrected within G0 days,
such failure will not constitute an event of default under the Indenture..

Acceleration

Upon the occurrence and continuation of an event of default under the Indenture, the
Trustee May, and upon the written request of the holders of not less than 25% in aggregate principal
amount of the Bonds then outstanding shall, by notice in writing delivered to the Company and the
Credit Provider, declare the principal of all Bonds then outstanding and the interest accrued thereon
immediately due and payable, and such principal and interest shall thereupon become and be
immediately due ~nd payable; provided, however, that, with respect to Bonds secured by a Credit
Facility, the Trustee shall not accelerate the maturity of the Bonds without the prior consent of the
Credit Provider. The Indenture provides, however, that the Trustee is not required to take any action
upon the occurrence and continuation of an Event of Default under (cl above until the Trustee h~~s
actual notice or knowledge of such Event of Default. After such dedaradon of acceleration, the Trustee
shall immediately take such actions as are necessary to realize moneys under the Credit Facility and
shall declare all Repayment installments payable under the Agreement to be immediately due and
payable in accordance with the terms thereof. Such provisions for acceleration are, however, subject
to the condition that if, at any time after the principal of any Bonds shall have been declared due and
payable, and before any judgment or decree for the payment of moneys due shall have been obtained
or entered, there shall have been deposited with the Trustee a sum sufficient to pay all of the principal
of such Bonds matured prior to such declaration and all matured installments of interest (if any) on such
Bonds, with interest on such overdue installments of principal as provided in the Agreement and the
reasonable expenses of the Trustee, and all other defaults known to the Trustee (other than in the
payment of principal of and interest on such Bonds due and payable solely. by reason of such
declaration) under the Indenture are cured to the satisfaction of the Trustee or provision deemed by the
Trustee to be adequate shall have been made therefor, then the holders of a majority in aggregate
principal amount of the Bonds then outstanding by written notice to the Issuer and the Trustee
accompanied by the written consent of the Credit Providerwith respect to Bonds secured by a Credit
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Facility may annul such declaration and its consequences; provided, however, that with respect to
Bonds secured by a Credit Facility, such Credit Facility shall remain in full force and effect on and after
such waiver.

Other Remedies

In addition, upon the occurrence and continuation of an event of default under the
Indenture, the Trustee may, and upon the written request of the holders of a majority in aggregate
principal amount of the Bonds then outstanding and receipt of indemnity to its satisfaction will, pursue
any available remedy at law or in equity by suit, action or special proceeding to enforce its rights or the
rights of the holders of the Bonds under the Act or the Indenture.

No holder of any Bond shall have the right to institute any suit, action or proceeding in
equity or at law for the enforcement of any remedy unless such holder has given notice to the Trustee
of the occurrence of an event of default under the Indenture, the holders of at least a majority in
aggregate principal amount of Bonds then outstanding shall have made written request to the Trustee
to so act, such holders shelf have tendered to the Trustee reasonable indemnity a~ inst costs, expenses
and liabilities, and the Trustee shall have failed to so act within thirty days after receipt of such written
request and tender of indemnity. Nothing contained in the indenture shall, however, without the
consent of the holder of such Bond, affect or impair the right of the holder of any Bond to enforce the
payment of the principal of and premium, if any, and interest on such Bond out of Revenues on and
after the respective due dates expressed in such Bond.

Amendments

f "
Without the consent of or notice to any of the holders of the Bonds, but with the

consent of the Credit Provider, the Issuer and the Trustee may execute supplemental indentures, and
the Trustee may, without the consent of any holders of the Bonds, consent to any waiver, amendment
or modification ("Amendment") to the Agreement or any Credit Facility l"Document"l in each case for
any one or more of the following purposes: (al to add to the covenants or agreements of the Issuer
contained in the Indenture, or of the Company or any Credit Provider contained in any Document, other
covenants and agreements thereafter to be observed, or to assign or pledge additional security for the
Bonds, or to surrender any right or power reserved to or conferred upon the Issuer or the Company in
such Document, provided that no such change shall materially adversely affect the interests of the
holders of the Bonds, (b) to make such provision for the curing of any ambiguity, inconsistency, defect
or omission in the indenture or any Document or in regard to matters or questions arising thereunder
as the Issuer may deem necessary or desirable and not inconsistent with the Indenture and which shall
not materially adversely affect the interest of the holders of the Bonds, lo) to permit the qualification
of the Indenture under the Trust Indenture Act of 1939 or any other similar federal statute and, if they
codetermine, to add to the Indenture or any indenture supplemental thereto any other terms, conditions
and provisions as may be permitted by such Trust Indenture Act of 1939 or similar federal st~ ~tute and
which shall not adversely affect the interest of the holders of the Bonds, (dl to provide for any
additional procedures, covenants or agreements necessary to maintain the Tax-Exempt status of
interest on the Bonds, (el to modify or eliminate the book-entry registration system for the Bonds, If) to
provide for the procedures required to permit any holder of a Bond to separate the right to receive
interest on the Bonds from the right to receive principal thereof and to sell or dispose of such rights,
as contemplated by Section 1286 of the 1.986 Code, (gt to provide for the appointment of a co-trustee
or the succession of a new Trustee, Registrar or Paying Agent, (hi to change the description of the
Project in the Agreement in accordance with the provisions thereof and of the Tax Certificate; ii) to
provide for a Credit Facility: la) in connection with any other change which, in the judgment of the
Trustee, will not adversely affect the security for the Bonds or the Tax-Exempt status of interest
thereon or otherwise materially adversely affect the holders of the Bonds; or (kt to modify, alter, amend
or supplement the Indenture or any Document in any other respect if the effective date of such
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supplemental indenture or Amendment is a date on which all Bonds affected thereby are subject to
mandatory tender for purchase or if notice of the proposed supplemental indenture or Amendment is
given to holders of the Bonds at least thirty days before the effective date thereof and, on or before
such effective date, such holders of Bonds have the right to demand purchase of their Bonds pursuant
to the Indenture.

Any other modification or amendment of the Indenture or the Agreement may be made
only with the consent of the holders of a majority in aggregate principal amount of the Bonds at the
time outstanding and the Credit Provider. No such modification or amendment shall be made which
will have the effect of extending the time for payment or reducing any amount due and payable by the
Company pursuant to the Agreement without the consent of all the holders of the Bonds, and no such
supplemental indenture shall (ll extend the fixed maturity of any Bond or reduce the rate of interest
thereon or extend the time of payment of interest, or reduce the amount of the principal thereof, or
reduce any premium payable on the redemption thereof, without the consent of the holder of each Bond
so affected, or (2) reduce the aforesaid percentage of holders of Bonds whose consent is required for
the execution of such supplemental indentures or permit the creation of any lien on the Revenues prior
to or on a parity with the lien of the Indenture, except as permitted by the indenture, or permit the
creation of any preference of any holder of a Bond over any other holder of a Bond or deprive the
holders of the Bonds of the lien created by the Indenture upon the Revenues or the pledge of any Credit
Facility, without the consent of the holders of all the Bonds then outstanding.

The Trustee shall not execute any indenture supplemental to, or amendatory of, the
Indenture or consent to any amendment to any Document unless the Trustee shall have received the
prior written consent of the Company.

Defeasance

If at any time the entire indebtedness or obligation on all outstanding Bonds sh~ II have
been paid (or shall be deemed to have been paid) and if all other sums payable under the Indenture by
the Issuer shall be paid and discharged, and upon the occurrence of certain other conditions, the
indenture shall terminate, and the Trustee shall acknowledge its satisfaction and discharge.

4

. Upon the deposit with the Trustee, in trust, at or before maturity, of money or securities
in the necessary amount to pay or redeem outstanding Bonds. whether upon or prior to thdr maturity
or the redemption date of Such Bonds (provided that, if such Bonds are to be redeemed prior to the
maturity thereof, notice of such redemption shall have been given or provision satisfactory to the
Trustee shall have been made for giving such notice), all liability of the issuer and the Company in
respect of such Bonds shall cease, terminate and be completely discharged, except that the Issuer and
Company will remain liable for such payment but only from, and the holders of the Bonds will thereafter
be entitled only to payment (without interest accrued thereon after such redemption date or maturity
date) out of, the money deposited with the Trustee as aforesaid for their payment.

Concerning the Trustee

TM Issuer, in the absence of an event of default under the Indenture, at the direction
of the Company, or the holders of a majority in aggregate principal amount of the Bonds at the time
outstanding may, at any time, remove the Trustee and appoint a successor Trustee. Under the
Indenture, the Trustee must be a corporation or banking association organized and doing business under
the laws of the United States of America or a state thereof, authorized under such laws to exercise
corporate trust powers, have a combined capital and surplus of at least $50,000,000 and be subject
to supervision and examination by~federal or state authorities. The Trustee may at any time resign by
giving written notice to the Issuer, the Company and the Credit Provider and by giving to the holders
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of the Bonds notice either by publication of such resignation, which notice shall be published at least
once in a qualified newspaper, or by mailing notice by first class mail to such holders of the Bonds.

THE REIMBURSEMENT AGREEMENT

Reimbursement, Fees and Expenses

The Company will reimburse the Credit Provider for all amounts drawn under the Letter
of Credit, together with interest thereon. The Company also agrees to pay certain other fees and
expenses.

Events of Default

The occurrence of certain events shall be events of default under the Reimbursement
Agreement. If an event of default occursunder the Reimbursement Agreement, the Credit Provider may
provide written notice to the Trustee of such event of default and direct the Trustee to give notice to
the holders of the Bonds of a mandatory tender of the Bonds; The mandatory tender date will be a
date, as specified by the Trustee, not more than 20 days after receipt by the Trustee of the Credit
.Provider's notice described above. See 'The Bonds--Mandatory Tender for Purchase." The occurrence
of an event of default under the Reimbursement Agreement does hot relieve the Credit Provider of its
obligations under the Letter of Credit.

Events of default under the Reimbursement Agreement include, among others: failure
by the Company to make payments under the Reimbursement Agreement when due or, in certain cases,
within the time specified in the Reimbursement Agreement; certain representations or warranties made
by the Company or its officers in or in connection with the Reimbursement Agreement prove to have
been false or misleading in any material respect when made; failure of the Company to abide by certain
negative covenants or to perform other covenants and, in certain cases. the failure is not remedied
within the time specified in the Reimbursement Agreement; failure by the Company to make payment
on certain indebtedness or to perform certain covenants with respect to such indebtedness and the
failure is not remedied within the time permitted; certain events of bankruptcy, insolvency or
reorganization of the Company (or, under certain circumstances, certain subsidiaries of the Company),
the failure by the Company (or, under certain circumstances. certain of its subsidiaries) to make
payments on certain judgments and the failure is not remedied within the time specified in the
Reimbursement Agreement; an event of default under the Indenture shall have occurred and be
continuing; the occurrence of certain events challenging the validity or enforceabil ity of the
Reimbursement Agreement; and the occurrence of certain events relating to employee benefit plans of
the Company or its affiliates.

Covenants

The Company agrees w certain covenants under the Reimbursement Agreement. In
addition, without the prior written consent of the Credit Provider and certain other banks who may at
any time be participants in the Reimbursement Agreement, the Company (and certain of its subsidiaries)
may not, among other thin~ s: incur or allow certain liens on its properties unless certain conditions are
satisfied, or the Company grants to the Credit Provider and such banks liens on its assets as collateral
for the obligations under the Reimbursement Agreement; sell, lease or otherwise dispose of certain
assets or merge or consolidate unless certain conditions are satisfied; enter into certain prohibited
transactions or allow certain events or conditions relating to employee benefit plans; or enter inc or
consent to any amendment of the Indenture or the Agreement or consent to any substitution Or change
in the Trustee.
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UNDERWRITING

Subject to the terms and conditions set forth in the Underwriting Agreement, Goldman,
Sachs 84 Co. has agreed to purchase the Bonds at a price equal to 100% of the principal amount. The
Company has agreed to pay the Underwriter an underwriting fee equal to 0.561596 of the principal
amount of the Bonds.

Under the terms and conditions of the Underwriting Agreement, the Underwriter is
committed to purchase all of the Bonds, if any are purchased.

?

The Underwriter may offer and sell the Bonds to certain dealers and others at prices
lower than the public Coffering price stated on the cover page hereof. After the initial public offering,
the public offering price may be changed from time to time by the Underwriter.

The Company has agreed to indemnify the Underwriter and the Issuer against certain
liabilities, including liabilities under the Federal securities laws.

The Underwriter has provided various investment banking services, including serving
as commercial paper dealer under the Company's commercial paper program, to the'Company and its
affiliates from time to time. for which it has received customary compensation. in addition, the
Underwriter has provided various investment banking services to Pinnacle West Capital Corporation,
the Company's parent, from time to time, for which it has received customary compensation.

TAX MATTERS

In the opinion of Orrick, Herrington & Sutcliffe, Bond Counsel, based on an analysis of
compliance

with certain covenants, interest on the Bonds is excluded from gross income for federal income tax
purposes, except that Bond Counsel expresses no opinion as to the status of interest on any Bond for
federal income tax purposes during any period that such Bond is held by a person who is a "substantial
user" of the facilities financed with the proceeds of the Bonds or by a "related person" within the
meaning of Section 103(b)(13l of the 1954 Code. Interest on the Bonds is a specific preference item
for purposes of the federal individual and corporate alternative minimum taxes. The Bonds and the
income therefrom are exempt from all State of Arizona taxation. A complete copy of the proposed form
of opinion of Bond Counsel concerning the Bonds is set forth as Appendix C hereto.

existing laws, regulations, rulings and court decisions, and assuming, among other matters,

Title Xlll of the Tax Reform Act of 1986, as amended, and Section loa of the 1954
Code impose various restrictions, conditions and requirements relating to the exclusion from gross
income for federal income tax purposes of interest on obligations such as the Bonds. The Issuer and
the Company have covenanted to comply with certain restrictions designed to assure that interest on
the Bonds will not be included in federal gross income. Failure to comply with these covenants may
result in interest on the Bonds being included in gross income for federal income tax purposes, possibly
from the date of issuance of the Bonds. The opinion of Bond Counsel assumes compliance with these
covenants. Bond Counsel has not undertaken to determine (or to inform any person) whether any
actions taken (or not taken) or events occurring (or not occurring) after the date of issuance of the
Bonds may adversely affect the tax status of interest on the Bonds.

The interest rate determination method and certain other requirements, agreements and
procedures contained or referred to in the Indenture, the Agreement, the Tex Certificate and other
relevant documents may be changed and certain actions (including, wlthom limitation, defeasance of
the Bonds) may be taken under the circumstances and subject to the terms and conditions set forth in
such documents. Bond Counsel expresses no opinion as to any Bond or the interest thereon if any such
change occurs or action is taken upon the advice or approval of counsel other than themselves.
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Although Bond Counsel is of the opinion that interest on the Bonds is excluded from
gross income for federal income tax purposes and that the Bonds and the income therefrom are exempt
from all State of Arizona taxation, the ownership or disposition of, or the accrual or receipt of interest
on, the Bonds may otherwise affect the tax liability of the holder of a Bond. The nature and extent of
these Other tax consequences will depend upon the Particular tax status of the holder of the Bond or
its other items of income or deduction. Bond Counsel expresses no opinion regarding any such other
tax consequences. .

LEGAL MATTERS

Legal matters incident to the authorization, issuance, sale and delivery of the Bonds and
with regard to the tax status thereof will be subject to the approval of Orrick, Herrington & Sutcliffe,
San Francisco, California, Bond Counsel. Certain legal matters in connection with the Agreement and
the Reimbursement Agreement will be passed upon for the Company by Snell & Wilmer, One Arizona
Center, Phoenix, Arizona 85004-0001 . The validity of the Agreement will be passed upon for Goldman
Sachs by Sullivan & Cromwell, 444 South Flower Street, Los Angeles, California 90071 . In giving their
opinions, Sullivan & Cromwell and Snell & Wilmer may rely as to matters of New Mexico law upon the
opinion of Keleher & McLeod, P.A., 1200 Public Service Building, Albuquerque, New Mexico 87102,
and Sullivan & Cromwelf may rely as to all matters of Arizona law upon the opinion of Snell & Wilmer.

This Official Statement has been duly approved, executed and delivered by the Issuer.

Coconino County, Arizona
Pollution Control Corporation

BY' Isl Bruce J. Nordstrom
President
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APPENDIX A

ARIZONA PUBLIC SERVICE COMPANY

The information contained in this Appendix A has been obtained from Arizona Public
Service Company (the "Company"l and no representation is made by the Issuer or the Underwriter as
to its accuracy or completeness.

AVAILABLE INFORMATION

1 The Company is subject to the informational requirements of the Securities Exchange
Act of 1934, as amended (the "1934 Act"). and in accordance therewith files reports, proxy
statements, and other information with the Securities and Exchange Commission (the "Commission").
Such reports, proxy statements, and other information can be obtained at prescribed rates from the
Public Reference Section of the Commission or may be inspected and copied at the public reference
facilities maintained by the CommissiOn at 450 Fifth Street, N.W., Room 1024, Washington, D.C.
20549 and at certain of its regional Offices located at 500 West Madison Street, Suite 1400, Chicago,
Illinois 60661; and 7 World Trade Center, 13th Floor, New York, New York 10048. Certain securities
of the Company are listed on the New York Stock Exchange. Reports, proxy materials, and other
information concerning the Company can be inspected at the office of this exchange et 20 Broad
Street, 7th Floor, New York, New York 10005.

INCORPORATION oF CERTAIN DOCUMENTS BY REFERENCE

The following documents previously filed with the Commission by the Company (File
No. 1-4473) are incorporated by reference in this Official Statement:

1 . The Company's Form 10~K Report for the fiscal year ended December 31 , 1993 (the
"1993 10-K Report")-

2. The Company's Form 10~Q Reports for the fiscal quarters ended March 31 and June
30, 1894 (the "June 10-Q Report").

3. The Company's Form 8-K Reports, dated December 15, 1993, February 23, April
30 and May 19, 1994.

All documents filed by the Company pursuant to Sections 13(al, 13(c), 14, or 15(d) of
the 1934 Act after the filing date of the June 10-Q Report and prior to the termination of the offering
of the securities offered hereby shall be deemed to be incorporated by reference in this Official
Statement and to be a part hereof from the date of filing of such documents..

Any statement contained in a document incorporated by reference herein shall be
deemed to be modified or superseded for purposes of this Official Statement to the extent theta
statement contained herein or in any other subsequently filed document which is also incorporated by
reference herein modifies or supersedes such statement. Any statement so modified or superseded
shall not be deemed, except as modified or superseded, to constitute a pen of this Official Statement.

The Company will provide without charge to each person, .including any beneficial
owner, to whom a copy of this Official Statement is delivered fupon the oral or written request of such
person, a copy of any or all of the documents referred to above which have been or may be
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incorporated in this official Statement by reference, other than exhibits to such documents. Request
for such copies should be directed to Arizona Public Service Company, Office of the Secretary,
Station 9068, P.O. Box 53999, Phoenix, Arizona 85072-3999, (6021 250-3252.

THE COMPANY

The Company was incorporated in 1920 under the laws of Arizona and is principally
engaged in providing electricity in the State of Arizona. The principal executive offices of the Company
are located at 400 North Fifth Street, Phoenix, Arizona 85004 and its telephone number is (602)
250-1000.

INDEPENDENT AUDITORS

The financial statements and the related financial statement schedules incorporated r
this Official Statement by reference to the Company's 1993 Annual Report on Form 10-K have been
audited by Deloitte 81 Touche LLP, independent auditors, as stated in their report, which is inco.rporated
herein by reference.
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SELECTED INFORMATION

The following material is qualified in its entirety by reference to the detailed information and financial
statements in the documents incorporated by reference in this Official Statement.

The Company

Business Electric utility servicing approximately 554,000 customers in an area that includes all

or part of 1 1 of Arizona's 15 counties.

Coal - 65.3%, Nuclear - 28.4%, Gas - 6.1%: Other - 0.2%.

Generating Fuel Mix
(estimated for the
twelve months ended
June 30, 1994)

June 30,

1994(1 l

. $ 1,690,376

s

$

Financial Data (thousands of dollars):

Twelve Months Ended

December 31,

1893 1992 1991

s 1,686,290 $ 1,889,679 $ 1,515,288
-- (53,426)

1,ese,2eO $ 1,869,679 s  1,461,853

250,386 s 246,805 $ 1222,8491
- I

2.99 2.73 (Si

. $ 1,690,376

.s 246,175

2.97

Electric Operating Revenues

Refund Obligation (2)

Net Operating Revenues .

Net Income (Loss)

Ratio of Earnings to Fixed Charges

Capitalization Data (thousands of dollarslz

As Adjusted(4)

Amount

As of
June so.
1984(1 i Percentage

$| 55.7%
1.9
4.9

37.5

100.0%$

2,1 63,173 s
145,000
193,561

1,485/244

3,986,978 $

2,203,323
75,000

193,581
1 ,48s,244

3,95'I,128

Long-Term Debt (excluding current maturities)

Redeemable Preferred Stock

Non-Redeemabie Preferred Stock

Common Stock Equity .

Total Capitalization .

The write-off resulting from the Arizona Corporation Commission order settling the Company's fame case (see

(ii Financial data as of and for the twelve months ended June to. 1994 is unaudited but, in the judgment of the
Company's management, contains all necessary adjustments for a fair presentation of the financial position of the
Company on such date and the results of operations for such period.

(2) The Company- recorded a refund obligation to customers relating to and included in the write-off described in
"Regulatory Matters-Rate Case Settlement" in Note 2 of Notes to Financial Statements in Part ll, Item 8 of the
1993 10-K Report and in Note 5 of Notes to Financial Statements in Part I, item 1 of the June 10-Q Report.

(3)
Regulatory Matters-Rate Case Settlement" in Note 2 of Notes to Financial Statements in Part ll. Item 8 of the

1993 10-K Report) resulted in a negative coverage ratio and an earning~ coverage deficiency of approximately
$317 million for the twelve months ended December 31, 1991. Excluding the effects of the write-off, the
coverage ratlc would have been 2.11 for the same period.

(4) For the Company's (it August 1994 purchases of approximately $24 million in aggregate prlncipd amount of its
First Mortgage Bonds, 10 1/4% Series due 2000; (ii) redemption at maturity on September 1. 1994 of $50 million
of its $8.50 Cumulative Preferred Stock, Series T ($10O Par Value): (iii) incurrence on September 14, 1994 of
$31 .5 million of long-termdebt in connection with a tax exempt financing; (iv) assumed redemption on October 24,
1994 of $20 million of its $8.48 Cumulative Preferred Stock, Series s (81 OOpar value); and (v) assumed issuance
of $32,650,000 of the Bonds.
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APPENDIX B

BANK oF AMERICA NATIONAL TRUST AND SAVINGS ASSOCIATION

Bank of America National Trust and Savings Association l"Bank of America") is a wholly
owned subsidiary and the principal asset of BankAmerica Corporation, a bank holding company
("BankAmerica"). As of December 31, 1993, and based on the consolidated Report of Condition of
Bank of America at such date, Bank of America and its consolidated subsidiaries had total deposits of
$106.4 billion (including deposits from BankAmerica and its nonbank subsidiaries of $2.0 billion). total
assets of $136.7 billion and capital and surplus of $1 1 .7 billion.

Bank of America wiII provide without charge to any person to whom ,this Official
Statement is delivered, upon request, a copy of any or all of the following reports:

(i) . BankAmerica's 1983 Form 10-K and BankAmerica's Form 10-Qand Quarterly Analytical
Review for each subsequent quarter for which such a report has been filed with the Securities and
Exchange Commission; .

(ii) each of BankAmerica's Form 8-K Current Reports filed with the Securities and Exchange
Commission subsequent to the filing of BankAmerica's 1993 Form 10-K;

(iii)` the publicly~available portions of the Co nsolidated Reports of Income of Bank of America
for the years ended December 31 , 1992 and 1993 and for each subsequent quarter for which such a
report has been prepared, in each case so submitted to the Comptroller of the Currency; and

(iv) the publicly-available portions of the Consolidated Reports of Condition of Bank of
America at December 31, 1992 and 1993 and at the end of each subsequent quarter for which such
a report has been prepared, in each case as submitted to the Comptroller of the Currency.

Requests to Bank of America for such documents should be directed by telephone to
Kara Hanks at (415) 624-0445 or by Mai! to Bank of America NT&SA, External Reporting Department
#3703, P.O. Box 37000, San Francisco, CA 94137.

The information contained in this Appendix relates to and has been obtained from Bank
of America. No assurance can be given by the Issuer, the Company or Goldman Sachs as to its
accuracy or completeness. The delivery of the Official Statement or this Appendix shall not create any
implication that there has been no change in the affairs of Bank of America since the date hereof, or
that the information contained or referred to in this Appendix is correct as of any time subsequent to
its date.

I
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APPENDIX c

October 1994

Coconino County, Arizona
Pollution Control Corporation

Flagstaff, Arizona

Re: Coconino County, Arizona
Pollution Control Corporation
Pollution Control Revenue Bonds
(Arizona Public Service Company Navajo Proiectl
1994 Series A

(Final Opinion)

Ladies and Gentlemen:

We have acted as bond counsel in connection with the issuance by Coconino County,
Arizona Pollution Control Corporation (the "issuer") of $82,650,000 aggregate principal amount of
Coconino County, Arizona Pollution Control Corporation Pollution Control Revenue Bonds (Arizona
Public Service Company Navajo Project) 1994 Series A (the "Bonds"l, issued pursuant to the provisions
of Title 35, Chapter 6, Arizona Revised Statutes, as amended and supplemented to the date hereof (the
"Act"l, and pursuant to an indenture of Trust, dated as of October 1, 1994 (the "Indenture"l, between
the Issuer and The Bank of New York, as trustee (the "Trustee"l. The Bonds are issued for the stated

.purpose of making a loan of the proceeds thereof to Arizona Public Service Company,.an Arizona
corporation the "Company"l, pursuant to a Loan Agreement, dated as of October 1, 1994 (the "Loan
Agreement"), between the issuer and the Company. Capitalized terms not otherwise defined herein
shall have the meanings ascribed to such terms in the indenture.

In such connection, we have reviewed the Indenture. the Loan Agreement, opinions of
counsel to the Issuer, the Company and the Trustee, the Tex Certificate, certificates of the Issuer, the
Company, the Trustee and others, and such other documents, opinions and matters to the extent
deemed necessary by us to render the opinions' set forth herein. We have not undertaken to verify
independently, and we have assumed, the accuracy of the factual matters represented, w~ ~rranted or
certified in such documents, end of the legal conclusions contained in the opinions referred to above.
and we have assumed the genuineness of all documents and signatures presented to us (whether as
originals or as copies) and the due and legal execution and delivery thereof by, and validity against, any
parties other than the issuer.

The interest rate determination method and certain other requirements, agreements and
procedures contained or referred to in the Indenture, the Loan Agreement, the T~ ~x Certificate and other
relevant documents may be changed and certain actions (including, without limitation, defeasance of
Bonds) may be taken or omitted under the circumstances and subject to the terms and conditions set
forth in such documents. No opinion is expressed herein as to any Bond or the Interest thereon on or
after any such change that occurs or action that is taken or omitted upon the advice or approval of
counsel other than ourselves.

The opinions expressed herein are based on an analysis of existing laws, regulations,
rulings and court decisions and cover certain matters not directly addressed by such authorities. Such
opinions may be affected by actions taken or omitted or events occurring after the date hereof. We
have not undertaken to determine, or to inform any person, whether any such actions are taken or
omitted or events do occur, and we have no obligation to update this opinion.. Our engagement with
respect to the Bonds has concluded with their issuance. Further, we have assumed compliance with
all covenants and agreements contained in the Indenture, the Loan Agreement and the Tax Certificate,
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including (without limitation) covenants and agreements compliance with which is necessary to assure
that future actions, omissions or events will not cause interest on the Bonds to be induced in gross
income for federal income tax purposes. We call attention to the fact that the rights and obligations
under the Bonds, the Indenture, the Loan Agreement and the Tax Certificate may be subject to
bankruptcy, insolvency, reorganization, moratorium, fraudulent conveyance, arrangement and other
similar laws relating to or affecting creditors' rights, to the application of equitable principles, to the
exercise of judicial discretion in appropriate cases and to the limitations on legal remedies against
governmental entities in the State of Arizona. We also express no opinion with respect to any
indemnification, contribution, choice of law, choice of forum orwaiver provisions contained in the
foregoing documents. Finally, we undertake no responsibility for the accuracy, completeness or
fairness of any official statement or other offering material relating to the Bonds and express herein no
opinion with respect thereto.

Based on and subject to the forgoing, and in reliance thereon, as of the date hereof, we
are of  the fol lowing opinions :

1. The Issuer has lawful authority for the issuance of the Bonds, and the Bonds
constitute valid and binding limited obli~ ~ations of the Issuer payable solely from Revenues and other
sources as and to the extent specified in the Indenture.

2. The Indenture has been duly executed and delivered by, and constitutes the valid
and binding obligation of, the Issuer. The Indenture creates a valid pledge, to secure the payment of
the principal of and interest on the Bonds, of the Revenues and (to the extent the issuer has any
interest therein) any Credit Facility provided with respect to the Bonds, subject to the provisions of the
Indenture permitting the application thereof for the purposes and on the terms and conditions set forth
in the Indenture. The Indenture also creates a valid assignment to the Trustee, for the benefit of the
holders from time to time of the Bonds, of the right, title and interest of the Issuer in the Loan
Agreement, except the right to receive certain payments and notices and to give certain consents and
approvals (to the extent more particularly described in the Indenture).

3. The Loan Agreement has been duly authorized, executed and delivered by, and
constitutes the valid and binding agreement of , the Issuer.

4. The Bonds are not a debt or liability or pledge of the faith and credit of the Issuer
or Coconino County, Arizona, and are payable solely from the funds provided in the Indenture therefor.

5. Interest on the Bonds is excluded from gross income for federal income tax purposes
under Title XIII of the Tax Reform Act of 1988 and Section loa of the Internal Revenue Code of 1954,
as amended (the "1954 Code"), except that no opinion is expressed as to the status of interest on any
Bond during any period that such Bond is held by a "substantial user" of any facilities financed with
Bond proceeds or by a "related person" within the meaning of Section 103(b)(13) of the 1954 Code.
The Bonds and the income therefrom are exempt from all State .of Arizona taxation. We express no
opinion regarding other tax consequences related to the ownership or disposition of, or the accrual or
receipt of interest on, the Bonds, although we observe that interest on the Bonds is a specific
preference item for purposes of calculating federal individual and corporate alternative minimum taxable
income.

Very truly yours,

ORRICK, HERRINGTON & SUTCLIFFE

per
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Nickloy, Lee R(z08122)

From:
Sent
To:
Subject:

Nickloy, Lee R(Z08122)
Tuesday, June 15, 2010 10:41 AM
'Cortright, Richard'
RE: Possible Board Questions

Sure, Richard. 602-250-3300.

From: Cortright, Richard [mailto:richard_cortright@standardandpoors.com]
Sent: Tuesday, June 15, 2010 8:48 AM
To: Nickloy, Lee R(Z08122)
Subject: RE: Possible Board Questions

Thanks Lee.
On a completely unrelated topic, can I call you with a mortgage bond question?
Richard

Richard W. Cortright, Ir.
Managing Director
U.S. Utilities and Infrastructure Ratings
Standard & Poor's
55 Water Street
38th Floor
New York, NY 10041
Telephone: 212-438-7665
Fax: 212~438-2155
e-mail:Richard _cortright@standardandpoors.com

From: Lee.Nick1oy@Pinnac1eWest.com [mailto:Lee.Nickloy@Pinnac1eWest.com]
Sent: Tuesday, June 15, 2010 11:40 AM
To: Cortright, Richard
Cc: James.I-Iatfie1d@aps.com
Subject: Possible Board Questions

Richard,

In advance of the Board meeting next week, we thought it would be helpful to give you a "heads up" on some
potential questions you may get from the Board members. We look forward to seeing you in Phoenix.

Lee

Email Firewall made the following annotations
--__ -----....-------..-__-----------------.-----~..---------------------~-

NOTICE Q
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This message is for the designated recipient only and may contain confidential, privileged or proprietary
information. If you have received it in error, please notify the sender immediately and delete the original and
any copy or printout. Unintended recipients are prohibited from malting any other use of this e-mail. Although
we have taken reasonable precautions to ensure no viruses are present in this e-mail, we accept no liability for
any loss or damage arising from the use of this e-mail or attachments, or for any delay or errors or omissions in
the contents which result from e-mail transmission.
---------..---..-----..---- -------------------------_------..---------¢--

Standard 8» Poor's: Empowering Investors and Markets for 150 Years

The information contained in this message is intended only for the recipient, and may be a confidential attomey-
client communication or may otherwise be privileged and confidential and protected from disclosure. If the
reader of this message is not the intended recipient, or an employee or agent responsible for delivering this
message to the intended recipient, please be aware that any dissemination or copying of this communication is
strictly prohibited. If you have received this communication in error, please immediately notify us by replying
to the message and deleting it from your computer. The McGraw-Hill Companies, Inc. reserves the right,
subj act to applicable local law, to monitor and review the content of any electronic message or information sent
to or from McGraw-Hill employee e-mail addresses without informing the sender or recipient of the message.
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Possible Board Questions for Richard Cortright (S&P)

Please describe the rationale for PPA-related and other debt imputation.

What is your view on credit rating impacts for utilities pursuing build of new
nuclear generation?

How do you see F'mancial Reform legislation impacting credit quality for
financial institutions and investor-owned utilities?

How have your views around the constructiveness of various regulatory
jurisdictions been impacted as a result of recent poor rate case outcomes in
Florida and Illinois and the Pennsylvania regulatory reaction to two recently
filed rate cases?

What are your views around carbon legislation risks and the impact on
utilities' credit quality as a result?

In late 2008, S&P published a report ranking U.S. state regulatory
jurisdictions from most construction to least constructive. What sort of
criteria and analysis did you use to develop those rankings?

Do you expect any "spill-over" effects in the ratings processes for corporate
and utility issuers as a result of the recent focus on ratings practices for
mortgage backed securities?

How have you incorporated issuer ERM (Enterprise Risk Management)
policies and practices into the ratings process?

Assuming a permanent more positive regulatory environment in Arizona,
how long would it take for the environment to positively impact a rating?
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Nickloy, Lee Rlz08122)

Nickloy, Lee R(Z08122)
Tuesday, June 15, 2010 12:41 PM
'Cortright, Richard'
Contact Details

From:
Sent:
To'
Subject:

Richard,

Just picked up your voicemail, sounds like you have what you were looking for on the FMB question. If you need
anything else on that topic please don't hesitate to give a call. My contact details are below.

Lee

Lee R. Nickloy
Vice President and Treasurer
PINNACLE WEST CAPITAL CORPORATION
ARIZONA PUBLIC SERVICE COMPANY
400 North 5th Street, MS 9040
Phoenix, Az 85004
ph: 602-250-3300
fax: 602-250-2367
Lee.Nicklov@pinnaclewest.com
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